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THE BALANCE SHEET OF THE FISCAL YEAR. 


The reports ot the Treasury for the fiscal year have been 
looked for with some interest, and Mr. Bristow has published the 
official figures rather earlier than usual. It is not difficult to see 
why the public have a special anxiety in these accounts just now. 
First, we began the year with the apprehension of a deficit, and 
new taxes are even still expected to be imposed at the next session of 
Congress. The Secretary’s estimate was, as will be remembered, that 
after paying the- ordinary expenses of the Government, a surplus of 
9 millions would be left toward the sinking fund. But this fund 
required $31,096,545 for the year. Hence the total deficit was 
expected to be $22,093,748. ‘Till the year of the panic we had not 
had, for a long period, any deficit in the revenues of the Treasury, and 
it is of great moment to our national credit that the income of the 
Government should be made to balance its disbursements. Secondly, 
there is some perplexity in the popular mind as to the 20 millions 
of silver which the Treasury is said to have bought and partly 
paid for out of the proceeds of new bonds. This transaction may 
accord with the interests of the mine-owners, who are, no doubt, 
glad to find near home a good customer for their silver product. 
There is grave doubt, however, whether the bargain will conduce 
as much to the interest of the country as to the advantage of the 
miners. This doubt has added to the public anxiety for the details 
of the Treasury accounts. Thirdly, a lively crop of rumors has 
sprung up as to the prospects of the new loan in Europe, and 
the Syndicate are said to have almost matured their arrangements 
to negotiate the residue of the fives and part of the 4% per 
cent. bonds authorized in the funding act of 1870. We regret 
that we are unable to do more as yet toward satisfying the 
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public mind than by compiling the subjoined statements, which 
constitute the Treasury balance sheet for the past fiscal year :— 


TREASURY RECEIPTS AND EXPENDITURES FOR THE FISCAL YEAR 1874-1875. 


e Net REcErts. 
Estimatesfor Actual Estimates Actual 

yearending for yearending for year ending for year ending 

Fune 30, 1874.  Fune 20, 1874. Fune 30, 1875. Fune 30, 1875. 

eseee sesesseeeeees «160,195,403  .. $163,103,834 .. $162,001,200 .. $157,167,722 
Internal revenue 94,840,454 .. 109,439,823 .. 105,098,615 .. 110,007,493 
Public lands 2,073,768 .. 1,852,429... 1,391,465 .. 1,413,640 
Miscellaneous 11,843,867 .. 14,053,779 -- 15,527,005 .. 19,411,195 


$268,953,492 .- $288,449,855 .. $284,328,285 .. $288,000,051 


Net EXPENDITURES. 
Estimates for Actual Estimates Actual 
yearending for year ending for year ending for year ending 
Fune 30, 1874. Fune 30, 1874.  Fune 30, 1875. Fune 30, 1875. 
$67,722,294 .. $69,655,525 .. $68,898,411 .. $71,070,703 
47:795,953 -- ~~ 425313,927. -- «= 40,118,291 =... 9 41,120,646 
27,792,454 ++ 30,932,587 -- 25,122,728 .. 21,497,626 
9408715 .. 6,692,462 .. eee 


Pensions 30,478,156 .. 29,038,414 .. 30,355,407 
Interest. 107,051,907 .- 106,090,920 .. 102,787,899 .. 103,093,544 


37,840,873 


$290,248,000 .. $284,723,635 .. $275,315,489 .. $274,623,392 


TREASURY RECEIPTS AND EXPENDITURES FOR THE FISCAL YEARS 1869-1875. 


Net Recerprs. 
1875. 1873. 1872. 1871. 1870. 1869. 
Customs. $157,167,722 .$188,089,522 .$216,370,286 .$206,270,208 .$194,538,274 . $180,048,426 


Internal rev. 110,007,493 . 120,559,351 - 137,165,574 - 143,098,153 . 184,898,956 . 158,356,460 
Public lands 1,413,640 . 2,882,312 . 2,575,714 - 2,388,646. 3,350,281 . 4,020,344 
M’cellaneous 19,411,195 . 10,141,282 . 7,842,794 . 22,093,541 . 12,942,118 . 13,997,338 


Total . . .$288,000,051 .$321,663,467 .$363,954,368 .$373,850,548 .$395,731,029 .$ 356,422,568 
Net ExpenpiTures. 
1875. 1873. 1872. 1871. 1870. 1869. 
Civil & misc.. $71,070,703 . $73,328,110 . $60,984,757 * $60,481,991 . $53,237,461 . $56,474,061 


War dept.... 41,120,645 . 46,323,138 . 35,372,157 - 35,799,991 - 57,655,675 - 78,501,990 
21,497,626 . 23,526,256 . 21,249,800 . 19,431,027 . 21,780,229 . 20,000,753 


. 7:951;795 - 7,061,729 . 71426,997 - 3,497,938 - 7:042,923 

f 37»840,873 
Pensions 29,359,427 - 28,533,402 . 34,443,894 . 28,340,202 . 28,470,621 
Interest. 103,093,544 - 104,236,482 . 116,607,979 . 125,576,565 . 129,235,498 . 130,694,242 


Total . . .$274,623,392 .$285,718,118 .$269,809,834 .$283,160,405 .$293,657,003 . $321,190,595 


It appears from these figures that the receipts for 1875 
were nearly four millions more than the estimates, while the 
expenditures were nearly one million less. Consequently the sur- 
plus applicable to the sinking fund was increased from $9,002,796 
to $13,476,659. -But this sum was not enough to meet the 
demand of the sinking fund, which required 31 millions, as is 
shown above. Hence the deficit of the year is $17,619,886, which 
is the amount that Mr. Bristow has had to borrow in order to 
keep up to the legal sinking fund requirement. The consequence 
is, that although he has paid off some 30 millions of the public 
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debt, 17 millions of the sum was paid off with borrowed money, 
and the net decrease of the debt is only about 14 millions. This 
will be illustrated from the subjoined table, which shows the move- 
ment of the public debt for several years: 


CHANGES IN THE FUNDED DEBT, JUNE, 1873, TO JULY, 1875. 


Funpep. June 30, 1873. June 30,1874. July 31,1874. June 30, 1875. July 31, 1875. 
$414,567,300 .. $510,628,050 .. $51,025,200 .. $607,132,750.. 613,632,750 
1,281,238,650 .. 1,213,624,700 .. 1,213,228,050 .. 1,100,865,550 .. 1,095,858,550 


1,695,805,950 .. 1,724,262,750 .. 1,724,253,250 .. 1,707,998,300 .. 1,709,491,300 
452,012,763 ..  419,835,49 -. 417,552,127... 420,690,426... 417.902,538 


Total debt. . .$2,147,818,713 . .$2,143,088,241 . .$2,141,805,377 . .$2,128,688,726 . .$2,127,393,838 


This table shows that about 200 millions of Fives have been 
sold since June, 1873. It also contains the aggregates of the 
unfunded debt, the details of which compare as follows: 


CHANGES IN THE UNFUNDED DEBT, JUNE, 1873, TO JULY, 1875. 


June 30, 1873. June 30, 1874. July 31, 1874. June 30, 1875. July 31, 1875. 
Greenbacks $356,079,967 ..$382,076,732 . .$382,076,707 . .$375,841,687 ..$374,824,985 
Fractional currency.... 44,799,365 -. 45,881,295 .. 45)739;792 -- 42,320,424 .. 41,145,393 
Four per cents. ... 678,000 .. 678,000 .. 678,000 .. 678,000 .. 678,000 
Past due debt 51,929,710 .. 3,216,590 .. 2,740,830 11,425,820 .. 10,678,270 
Accrued interest 42,356,652 .. 38,939,087 .. 26,894,238 .. 38,647,566 .. 27,110,460 
Navy pension fund .... 14,000,000 .. 14,000,000 .. 14,000,000 .. 14,000,000 .. 14,000,000 
Gold notes .. 22,825,100 .. 33,469,000 .. 21,796,300 .. 22,725,100 


549,303,694 .. 506,940,072 .. 505,578,569 .. 504,518,787 .. 491,162,207 
87,507,402 .. 74,205,304 .. 71,113,210 .. 79,854,410 .. 68,942,700 


461,796,292 .. 432,734,768 .. 434,465,359 -- 424,664,377 -.. 422,219,507 
Less currency balance. 9,783,529 .. 14,576,010 .. 16,913,232 .- 3,973,953 -- 4,316,969 


Net unfunded debt. ..$452,012,763 ..$419,835,491 . -$417,552,129 ..$420,690,426 ..$417,902,528 


SO 


THE EXPORT MOVEMENT OF BREADSTUFFS. 


HOW MUCH OF OUR SURPLUS CROP WILL EUROPE WANT THIS YEAR? 


One of the most important factors in our foreign exchanges arises 
out of the export movement of wheat and flour. For obvious 
reasons of late our exports of breadstuffs have been discussed with 
considerable animation. The expected short crops in England and 
France have caused an active speculation here, with violent oscil- 
lations in prices. The prospective demand for shipment is involved 
in some uncertainty, from the vast area of supply from which the 
countries of Western Europe can draw their foreign importations 
ot food. From this and other causes, the export movement of 
wheat and flour from the United States is irregularly responsive 
to foreign perturbations, aud does not always receive so large an 
impulse from short crops abroad as might be anticipated. It is 
well to caution our bankers and farmers in the West against 
favoring exaggerated estimates, and against keeping back 
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the crops from the market in expectation of famine prices. It 
will surprise some of our readers to find that, notwithstanding all 
that has been said, our exports of wheat have not been so active 
this year as last. From Jan. rst to July 31st, 1875, the exports 
of wheat from New York were 18,661,829 bushels, against 
26,979,700 bushels for the same period of 1874. Similarly of 
wheat flour, the exports for the first seven months were 1,334,793 
in 1875, and 1,548,824 in 1874. From these figures we see that 
the cereal exports for the first seven months of this year have 
fallen far below those of the year preceding. It would be easy 
to find illustrations of the same principle by referring to the 
reports of previous years. Perhaps the most instructive statistics 
on this subject are those prepared some time ago by Mr. Samuel 
B. Ruggles, as to the comparative cereal production of the United 
States and of rival countries. From these elaborate statements we 
compile the subjoined table, which shows the total crop and rela- 
tive value of the cereal produce of each of the chief countries 
of Europe: 


CEREAL CROPS OF THE’ UNITED STATES AND OF OTHER COUNTRIES. 
Total Bushels Bushels 


Cereal er per 
Countries. Population. Product. ‘ead. Wheat. Head. 
PRIMARY. 
68,097,025 .1,483,437,500 . 20.5 . 458.437,500 . 
38,459,646 . 737:703,774 - 19.0 . 88,679,274 . 
37,847,478 . 710,669,279 . 18.9 . 286,928,650 . 
32,573,002 . 486,092,000 . 15.0 . 70,200,000 . 
29,866,735 . 355,053,389 - 11.9 . 110,665,217. 
Total ‘‘ Primary” 206,843,886 .3.772,955,942 . 18.2 .1,014,910,651 . 
SECONDARY. ‘ 
. Sweden and Norwa' 5,815,619 . 62,000,000 . 10.6 . 2,000,000 . 
. Denmark (without the duchies) 1,701,200 . 23,500,000 . 13.8 . 3,000,000. 
. Holland 3,529,108 . 36,725,900. 10.4. 4,801,500. 
. Belgium 4,940,570 . 64,297,692. 13,0 . 16,138,936 
. Switzerland 2,510,494 . 17,200,000. 6.8 . 2,100,000 . 


OWnns 


Total ‘‘ Secondary” 18,496,991 . 203,723,592 . . 28,040,436 . 
re an gy 

. Portugal (continental) 3,987,861 . 29,503,367. 7.4 . 5,944,825 . 

. Spain (with Balearic Isles).... 16,046,217 . 120,000,000. 7.5 . 60,000,000. 

. Italy «+++ 24,231,860 . 187,246,957. 7.6. 94.592.2I2. 

. Greece (with Ionian Islands).. 1,325,340 . 9,300,000. 7.0. 3,200,000. 
. Danubian Principalities : 

Roumania 3,864,848 . 136,439,963 . - 42,620,330 . 

i 1,078,281 . 14,000,000 .13.0. 4,000.000. 

110,000,000 . 8.8 . 40,000,000 . 


Lal 


AOVK A 


Total ‘‘Southern Europe"’. 61,034.407 . 

TOTAL EUROPE 286,375,284 .4,583,169,82r . - 1,293,308,444 . 
UNITED STATES OF AMERICA: 

By census of 1850 . 844,024,316 . 36.3 - 97,358,288 . 

By census of 1860 -1,221,428,452 . 38.2 . 165,834,492 2 


606,490,287 . + 250,357,307 


5: 
By census of 1870 38,558,371 .1,460,934,174 . 38.0 . 287,745, ‘ 53 
These figures throw much light on the question which 
stands at the head of this article. They show that France and 
England have a wide area of wheat-growing territory to draw 
from when their own crops fail. A dozen years ago the United 
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States offered the chief source for the supply of breadstuffs to 
England. Our monopoly of the market was lost during the civil 
war. Russia has been for the last ten years our chief rival in 
cereal production for foreign markets. Besides this, the Suez Canal 
and the traffic it has created have given a stimulus to grain cul- 
ture in the countries bordering the Mediterranean, as well as in 
Egypt and Turkey. As most of the countries which compete in 
the export of cereals will probably have good crops this year, it 
is of importance that we should set our crops in motion and take 
advantage of our unrivaled advantages for moving grain swiftly 
and in large amounts. The question whether Europe will need 
our surplus crops of breadstuffs is to a good degree a question of 
swift delivery and moderate price. 

In this point of view ought we to regret the recent decline in the 
prices of breadstuffs? On the contrary, is it not of the highest impor- 
tance to the general growth of the country that the large surplus 
from our last year’s crop, as well as from the crop of the present 
year, should find an early outlet abroad, and should not be 
held here at quotations which prevent their export? Our farmers 
and dealers in grain will do well to profit by the lessons of last 
year. The latest advices from England show that there is no 
scarcity of breadstuffs in Europe. Our producers of grain, there- 
fore, who hold back their crops are not only aiding the speculators, 
but they are working against their own best interests and those 
of the country at large. 


THE IMMIGRATION MOVEMENT. 


An interesting book might be written upon the causes and 
the progress of those mighty waves of emigration that have swept 
over Europe, and changed the distribution of its peoples during 
the last thirteen centuries, in which the Anglo-Saxon race has 
been so predominant. By far the most important of the suc- 
cessive movements of emigration which have agitated Christendom 
is the latest of all. Its chief direction has been toward the 
United States, and it culminated about the time of the gold dis- 
coveries in California. It has brought to this continent, in little 
more than the quarter of a century, almost six millions of people. 
What is also worth observing is, that, but for this large influx of 
population at the critical period of the gold discoveries, our own 
country would not have gained from those discoveries the swift 
growth in productive power which, since that time, has been so 
conspicuous. The hidden wealth of the gold mines might have 
long waited for its slow and tedious development, had not a 
mighty host of laborers been levied and sent to work them by the 
adventurous spirit of emigration, which for ages had been quietly 
growing up throughout Western Europe. We have said that this 
enterprising and adventurous spirit developed special activity shortly 
before the era of the gold discoveries, and that it had been foster- 
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ing its strength for many years prior to that time. An official 
report shows that, during 55 years, from 1815 to 1869, the number 
of native and foreign emigrants who embarked from Great Britain 
was 6,756,697. Of these emigrants, 4,276,597 came to this coun- 
try; while 1,356,476 went to British North America; 978,358 
went to Australia and New Zealand, and 152,266 to other ports. 
For many years the average number of emigrants from Great 
Britain has been about 200,000, nearly three-fourths of whom came 
to this country. 

This wave of emigration seems now to have partially spent 
its force; and, for some years to come, it may be expected to 
show a gradual decline. Among the obvious reasons for this 
expectation, we may mention, first, the policy of the Governments 
of several foreign countries, which are no longer inclined to look 
with so much favor as formerly upon the loss of their citizens by 
emigration to the United States. A hostile influence is thus 
springing up which cannot fail to deter many intending emigrants 
from leaving their native country. Secondly, it is well known 
that by the panic of 1873 foreign mechanics and laborers who 
had settled here were thrown out of work, and multitudes were 
too shiftless to recover their lost positions. A multitude of such 
disappointed adventurers have returned to their own country, and 
their misfortunes will naturally deter not a few persons from brav- 
ing the tide which has shipwrecked their friends and acquaintances. 

Other reasons for anticipating a future decline in the immigra- 
tion movement are suggested by the report which has just been 
prepared by the Commissioners of Emigration. From this docu- 
ment it appears that the income of the Board will no longer suf- 
fice to render the eleemosynary aid to poor emigrants which has 
been so prodigally afforded in past years. The revenue of the 
Board, as is well known, is derived from a commutation fee on 
each emigrant, paid by the owners of the vessel which brings 
them to this country. This fee was raised in 1867 from $2.00 to 
$2.50. It was reduced in 1871 to $1.50, its present rate. The 
receipts since 1860, on 2,875,478 immigrants landed at Castle 
Garden, amounted to $6,330,543, while the expenses, during the 
same period, have reached the sum of $6,445,205. On this show- 
ing, the Board are in debt to the extent of more than $110,000. 
But they have expended $1,246,551 in real estate, which has been 
paid for out of the ordinary annual receipts of the Board since 
1864. Still the Commissioners claim to have exercised the strictest 
economy, having reduced their employés in numbers and pay, and 
otherwise saved every dollar they could. ; 

As the entire resources of the Commission are from the 
emigrant tax or head-money, paid by the ship-owners, it is appa- 
rent that every reduction in the number of aliens is a curtailment 
to the extent of $1.50 per head in the funds. The decrease dur- 
ing the past year has been unparalleled, and the loss so great as 
to cripple the Board. An effort to get an advance of head- 
money was discussed last winter, but nothing came of it. 
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The subjoined figures have been published to show the monthly 
arrivals of emigrants at the port of New York, with the expenses 


of the Commissioners of Emigration for the last two years and 


a-half: 


Months. No. of Aliens 
1873. Arrived. 


January --- 7,474 


Pay-roils, 


.. $8,420 94 
-- 8,354 94 
-- 8,539 94 
- 8,286 44 
-- 8,268 94 

- 8,172 35 
j 96 .. 7,688 21 
August .... 
September - 
October .. . 
November - 
December - 


Total... .. 


1874. 
January ... 


8,255 30 


- 99,126 45 


8,228 64 
8,081 63 


7,635 
267,354 
2,995 


Castle Garden. 


Pay-rolls, 


Ex; es, 


Maintenance, 


Ward’s Island. Castle Garden. Ward's Island. 


-- $2,803 61 
be 7688 80 
-- 3,687 30 
-- 3,807 33 
-- 3,911 03 
-- 3,834 96 
-- 3,859 63 
-- 3,862 16 
3,865 13 
3,870 54 
3.471 30 
4,064 OI 


- 44,732 60 


4,040 32 
4:039 95 


-- $5,275 05 
-- 2,865 87 
764 O1 
4,015 66 
4,586 37 
2,455 II 
3,000 
3,381 35 
2,619 30 
3,420 29 
2,511 00 
1,469 13 


36,964 10 
1,615 23 


1,703 69 
1,703 70 


-- $19,315 29 
a3 roid 87 
17,336 84 
13,409 63 
12,524 14 
10,718 03 
116457 ; 

10, 

Sars 30 
10,076 65 
12,405 I 
16,192 5; 


- 162,639 07 


15,607 
Se Karo | 33 
10,022 10 


7,921 85 
5733 10 
5753 } 
5,092 98 
51203 42 
5,143 16 
5,106 82 
1,151 32 
5,749 2 

- 5,265 32 

- 73,089 11 
4,094 79 -- : 
3,855 14 - 
3,829 79 
3,858 29 -- 

14,470 3,813 79 -- 

13,08 2,841 81... 779 89 

3,008 2,513 32 -- 367 17 


56,414 -- $4,806 93 - $21,999 83 -- $5,887 34 


1,720 18 .. 7,598 73 
1,528 20 .. 6,742 73 
1,485 60 .. 5,988 50 
1,410 52 -- 5,245 94 
1,155 30 6,187 61 
1,616 44 6,628 91 
2,391 35 7,708 13 
1,690 24 8,199 

2,160 60 10,467 87 


- 101,104 19 


September - 
October ... 
November . 
December . 


Total.... 


1875. 


seoeeey vate 
ebruary -. 


14,352 
10,673 
7,877 
5,034 


140,337 


1,643 

2,461 

5.12 
10,53 


- 20,181 05 


8,840 77 
7,857 72 
9,313 09 
7,067 90 
5,206 58 
4,562 55 
4,267 02 


1,358 29 
927 36 
927 37 
764 60 
762 66 


-- $47,115 63 


and the extent of its 


The importance of the Commission, 
It was the first of the 


work, are well known and acknowledged. 
great Commissions in this city established by State laws, and was 
the work of some of our best citizens. The law was procured 
through the exertions of a few citizens who knew of the robberies 
practiced upon immigrants, and resolved to stop them. The first 
Commission was appointed in 1847, and, from that time down, 
the Board has embraced men of such integrity and respectability 
as to command the confidence of the people. The work of 
receiving, forwarding, and caring for immigrants, under the con- 
trol of this Commissiom, is very onerous. Some further data for 
estimating its magnitude are given in the following table, showing 
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the record of arrivals of aliens since the establishment of the 
Board of Commissioners of Emigration in 1847: 


Year. Trish. Teutonic. All others. Total. 
1847....--. 52,946 i 58,458 ate 18,568 wiatd 129,062 
98,061. 54,957 36,158 189,176 
hile 62,936 45,076 aa 220,603 
51,289 - 44,469 : 212,796 
75.405 - 59890... 289,601 
123,970 ---- 58,891 300,992 
122,854 ---. 48,917. ..--. 284,945 
180,872 sack 56,049 ‘ 319,223 
35,496 --- 37,594 ---- 136,233 
pO454 se-- 37,012 «++ 142,342 
84,2 6 42,368 183.773 
32,990 toe 20,515 78,589 
29,435 9 --- 17,23 . 79,322 
39,324 ~ 18,50 105,162 
28,722 11,033 65,529 
30,765 +e: > 24 - 

39053 --- a8 4 sees ros 
60,416 — py Sseais 2,916 
87,499 -- 38,391 ---- 196,352 
108,393 ---- 56,978 = ---- - 233,418 
126,394 ose 49,703 aa 242,733 

120,027 Sites 46, ae 213, 
0,516 atid 62,269 anes 258,989 
1038 ---  5%364 ---. 212,170 
105,308 i 58,76 eee 229,639 
154,540 wee- 294,581 
98,436 ---- 266,818 


74,748 aoe 140,337 
Total.... 1,975,094 ---- 2,294,673. ---- 1,073,371 ---- 555425135 


Thus it appears that the Commissioners of Emigration have 
had to care for more than six times as many people as the census 
of 1870 gave for the total population of our city. The whole 
number of aliens landed at Castle Garden in 1874 was 140,337, 
producing an income of $210,555.50. Only two years betore, 
when the tax was the same, the receipts were more than double, 
$ 457,011.70. 

Such are the main facts set forth in the report to which we 
have referred. The official investigation, which is now being 
made into the affairs of the Board, will probably show that its 
purity and efficiency have not been kept up to the high standard 
of former years, but that, for want of publicity or of some other 
adequate check, it has sunk into torpor, if not corruption, and has 
recklessly wasted some of its funds, vainly endeavoring to redeem 
itself when its difficulties had become almost insuperable. How- 
ever this may be, we may be well assured that the indiscriminate 
charity which has been so prodigally bestowed upon pauper emi- 
grants will not be possible in the early future. 

While the attractions of this country to emigrants of various 
classes have thus been curtailed, and while the idle, the vicious 
and the shiftless pauper may be repelled from our shores, we shall 
doubtless draw, with livelier force, a growing emigration from a 
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better class, who possess skill in farming or in mechanical art, 
and have some capital of their own to start with. This class of 
immigrants is not, however, so large as formerly, and the numerical 
aggregate of our emigration may show a large falling off. 

In any case, we may be well assured that stronger influences 
are at work in Europe to check emigration than at any previous 
time in this century. Last November we called attention to the 
efforts which were making, by the authorities in England and 
in Germany, to arrest the increasing tide of emigration to the 
United States. It is true, the Governments cannot use legislative 
action for this purpose. Indirectly, however, they are able to 
accomplish a great deal, and the attentive observer will see indi- 
cations that a powerful public opinion is growing up in Eng- 
land and in Continental Europe unfavorable to emigration. To 
some persons it may seem strange that those countries did not 
earlier wake up to the fact that they were losing strength in 
losing emigrants. Had they done so half a century ago, a for- 
midable obstacle might have been raised to oppose the progress 
of this country. During the fifty-one years ending in 1870 we 
received from foreign countries 7,543,327 emigrants, of whom 
3,368,482 came from Germany, 245,812 from France, 153,928 
from Sweden and Norway, 61,572 from Switzerland, 23,214 from 
Spain, 23,998 from Italy, and 109,502 from China. From Great 
Britain the total influx was 3,857,793. It is impossible to believe 
that, in this enormous influx of emigrants of kindred races, who 
have sought a home in this country, and have brought to us the 
arts, and the skill, and the economies of their foreign homes, we 
ought not to recognize one of the most bountiful sources of our 
rapid material progress as a nation. These seven or eight mill- 
ions of people have most of them been attracted hither by the 
cheapness of our lands ; by the fertility of our rich virgin soil; by 
the rich rewards which are often won by adepts in the mechanical 
and useful arts; and by the certainty that, with honest labor, they 
could better their condition and open a more promising future to 
their children. Exceptions there may have been, especially in 
recent years; but, in the vast majority of cases, our emigrant pop- 
ulation have brought with them valuable economic elements for the 
increase of our productive power and material wealth. It is 
impossible to compute in money the value which these immi- 
grants have added to the substantial riches of the nation. Men 
who are curious in such matters have made estimates, founded on 
the capitalized value of unskilled labor, as represented by the 
price of slaves before the war. As free labor is certainly worth 
more than forced labor, and as one-fifth of our immigrants have 
been work-people of more or less skill, it has been argued that, 
on a fair capitalization of earnings, the average value added by 
each immigrant landing on our shores must be at least 500 dol- 
lars. Taking this low average as a basis, it appears that the 
immigration movement poured every year into the reservoir of 
the national wealth a value equivalent to 190 millions of dollars, 
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and that from 1848 to 1870 immigration swelled the resources of 
the country by 3,000 millions of dollars, more than the aggregate 
of the national debt with the debts of the various States and 
municipalities combined. Of course such calculations are conject- 
ural, and offer but one of the data for estimating the value of 
an orderly, law-abiding, skillful and ingenious army domiciling itself 
yearly in a popular community like ours, whose rich lands invite 
settlers, and whose unrivaled climate, vast resources and free 
institutions stimulate and give full scope to inventive genius and 
industrial energy. The influx of a million of laborious, good citizens 
diffuses energy throughout the whole body politic, and gives a 
new efficiency to all the productive forces of the country. Eco- 
nomical science shows that to enlarge and concentrate population 
gives one of the essential conditions for the more complete divis- 
ion of labor, and for the enlargement and combination of those 
forces which increase the power, and give more rapid development 
to the wealth of nations. Well-directed immigration, then, does 
not merely add a fixed capital of so many dead millions of dol- 
lars to our national resources, but it creates living forces of growth 
and gives us advantages of far higher worth in enlarging the 
organization of industry. 

If such advantages as these are conferred on new countries by 
immigration, it is natural to infer that the old countries sustain 
thereby an equal loss. This was affirmed and universally believed 
until half a century ago, when it was denied by the celebrated 
political economist T. R. Malthus. “Before his time,” says J. 
R. McCulloch, “the prevalent opinion had been that an increase 
of population was the most decisive mark of the prosperity of a 
State, and that it was the duty of Government to stimulate its 
increase, by encouraging early marriages and granting exemptions 
from onerous public services, and bestowing rewards-upon those 
who reared the greatest number of children. But Mr. Malthus 
has set the erroneous nature of this policy in a most striking 
point of view. He has shown by careful examination of the state 
ot countries in every stage of civilization, and placed under the 
most opposite circumstances, that the number of inhabitants is 
everywhere proportioned to the means of subsistence, and that the 
tendency of the increase of population is not to fall below the 
increase of food, but to exceed it.” 

The once fashionable Malthusian theory is founded on the mathe- 
matical principle that if two quantities increase, the one in arith- 
metical ratio and the other in geometrical ratio, the latter will 
vastly outstrip and rise above the former. ‘ Now this,” said Mr. 
Malthus, “is precisely the relation between the two great economic 
quantities, population and food. We can increase the food-raising 
capacity of a given country, but all our efforts will terminate in 
an arithmetical ratio of increase. Do what we will the food will 
not increase except in an arithmetical ratio. Meanwhile the popu- 
lation has a tendency to increase in a geometrical ratio. Hence the 
population will soon outstrip the food, and the best thing we can 





1875.] THE IMMIGRATION MOVEMENT. 179 


do with our surplus people is to dismiss them out of the coun- 
try. We should cause them to emigrate. We should send them 
to America, to Australia or anywhere else, so that we be rid of 
them and have so many mouths less to feed.” Mr. Malthus was 
a benevolent Orthodox clergyman, and he invented his mathemat- 
ical argument in the first instance, not with a view to change the 
policy of modern governments on the subject of population, or to 
aid the growth of this continent in wealth by fostering” emigra- 
tion, but for a much humbler purpose. He simply wished to use 
his theory to overthrow an ingenious argument by Godwin as to 
the perfectibility of the social state. For the latter purpose Malthus’ 
theory serves very well; but when used for the other objects we have 
mentioned, it leads us into a wilderness of perplexities and sophisms, 
and it tells us no more than two or three barren truisms about 
the laws of increase which are common to the human race with 
the whole animal creation, and have no practical value whatever in 
economic reasoning or in political philosophy. The doctrine of 
Malthus, though mischievous in its influence generally, had at 
least this compensating advantage, that it caused the Governments 
of Europe to look on with complacency while they were losing 
millions of their productive laborers. The theory is now falling ° 
into neglect; but during its tenure of power it contributed indi- 
rectly to aid the multitude of forces which, during the last half 
century, have fostered the desire and developed the facilities of 
emigration to this country_from the older countries of Europe. 


es 


WHAT IS THE PROPER BUSINESS OF A BANKER? 


To this oft-repeated question several conflicting answers have 
been given. Perhaps the best is that of Jeremy Bentham, who 
says that a banker is a man who exchanges present money for 
future money. Another definition is, that a banker is a dealer in 
floating capital. He receives deposits from persons who have 
spare capital, and he makes loans to persons who wish to hire 
this capital, and to pay interest for its use. These definitions are 
not, however, sufficiently precise. In the vast transactions of mod- 
ern finance various kinds of dealers in capital have sprung up, 
which it may be hereafter convenient to designate by different 
names, although at present we make little discrimination between 
them. As in primitive times maritime enterprise was content to 
call a ship a ship without any specific distinction, while now on 
the ocean there are vessels of different build, and rig, and use, 
which we call barks, or ships, or brigs, or schooners, or brigan- 
tines, or steamboats, each description of vessel having its own 
special characteristics,—so it is on the sea of finance. In both 
there is the same general principle at work which we see every- 
where else in our industrial, social, and economic life tending to 
specialize human effort and to extend the division of labor. 
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This familiar principle has not as yet been applied to the business 
of banking with as rigid severity as to some other parts of industrial 
enterprise. Still there is a tendency, which is growing stronger 
with the prodigious increase of capital, to separate the banking 
world into distinct classes, the functions of each of which are car- 
ried on in somewhat different channels of investment. For example, 
we have in every country which is at all rich, two sorts of capi- 
tal—floating and fixed capital. In the money market it is floating 
capital which is the commodity bought and sold, hired or lent; 
and this floating capital changes hands for one of two purposes. 
First, that it may be converted into fixed capital by investments 
in bonds, stocks, and long loans; or, secondly, that it may remain 
in the condition of floating capital, and may invest itself in com- 
mercial bills, call-loans, and other short obligations, Government, 
corporate, or industrial. 

Now, the dispute is, whether the man who deals in capital 
shali be called a banker, without reference to the question whether 
he discounts commercial bills with it and thus keeps it floating, or 
whether he lends it to a railroad or steamboat company, or in 
some other way converts floating capital into permanent fixed 
forms. This question is not devoid of practical interest. It is 
connected with other questions of the highest practical value, and 
its discussion may help to solve some of the great problems about 
panics. Among other benefits of this discussion, it may show us 
how, without infringing upon the freedom of the money market, we 
can prevent that most frequent cause of modern panics, the too 
rapid and reckless conversion of floating capital into fixed capital. 
It has long been regarded as a fundamental axiom of sound banking, 
that ordinary deposits which are in the nature of a call-loan from the 
depositor to the banker, must never be used for any investment 
which tends to convert them into fixed capital.. This principle lies 
at the bottom of the discussion of which we are speaking. Many 
writers, with whom we cannot wholly agree, contend that no man 
should be called a banker who deals in bonds or securities, but 
that he should go under some other designation, so that the term 
banker may be reserved and set apart for those dealers in money 
who in their “exchange of present cash for future cash” convert 
floating capital into other floating capital, and do not change its 
form to fixed capital, Much may be said on both sides of this 
question. The argument of the London Zimes is as follows. 
Though defective in some points, it represents the views of many 
men of experience here and abroad, and it offers a suggestive com- 
mentary on some of the evils of the modern money market: 

“Tt may seem superfluous to try at the present day to define 
the functions and position of bankers. The trade of banking has 
been brought to great perfection in this country, and most people 
are so familiar with its leading features that any description of 
them should hardly be necessary. There are, however, various 
other financial professions which so closely resemble banking in 
certain features, that unthinking persons are sometimes ready to 





1875.] THE PROPER BUSINESS OF A BANKER. 181 


confound them, and the people who follow these other trades are 
often eager to adopt for themselves a name to which they have 
really no right. At times, too, bankers have forgotten their true 
business, and have suffered themselves to be led aside into under- 
takings not compatible with true banking, and the mixing of 
which with banking, were it to become general, could not fail of 
being widely disastrous. Both these tendencies have manifested 
themselves lately, but the former more especially. Many firms in 
this city call themselves ‘bankers’ who have from their business 
no right to the name, and a few who are bankers, either from 
rivalry or by mistake, lend themselves to branches of finance that 
lie quite apart from their path. Some attempt to discriminate the 
position of a banker, his functions and duties, may therefore be 
considered seasonable, for the general public are not unfrequently 
misled by the confusion that a lax use of the name, and a wide 
interpretation of the duties, must always produce. 

“ Abstractions of political economy are not necessary to enable 
one to comprehend the true position of a banker. The ordinary 
course of commerce reveals it at once. We see that the interven- 
tion of banking puts an end to the isolation of wealth, facilitates 
its diffusion, increases its power, and encourages its multiplication. 
It does this because the first thing a bank does is to gather the 
surplus wealth of the community into its coffers, and the next to 
lend what is thus collected to all who want the temporary use of 
money to enable them to utilize whatever marketable commodity 
they possess. By means of a bank, the available funds of a com- 
munity are employed to the full for the general good, and a com- 
paratively small amount of money helps the production and the 
movement of a large amount of wealth. It is of the essence of 
banking, therefore, that the public should be willing to trust the 
banker with their surplus wealth, that by his means they should 
be ready to turn a useless hoard into reproductive floating capi- 
ital.’ The paramount duty of the banker is to keep the capital 
thus intrusted to him always floating. He has not merely to see 
that the securities he lends upon are good, but he has to see also 
that they do not lock the money long up, or in a form not 
easily recoverable. At any time the orginal depositor may- want 
his money back; at any time also a legitimate expansion of trade 
may require an increased accommodation at the banker's hands, 
as well as lead to a reduction of customers’ balances by increased 
employment of money; and, in either case, should he have locked 
up the money he holds in securities that cannot be realized speed- 
ily without loss, or fhat do not run to maturity for a long period, 
he will find himself in a false position. For this reason it is that 
bankers have to be very careful, and to restrict themselves in the 
range of stocks and bonds to which they commit superabundant 
capital in times when commercial demand for it is slack. For this 
reason, also, their loans, upon whatever security, are nearly always 
for short periods when they are doing a sound business. Bankers 
are thus the centers round which the whole complex system of 
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commerce moves. It is their business to prevent the floating cap- 
ital intrusted to them from becoming fixed or unrealizable in any 
security except at the will of its true owner. But, besides this, a 
bank is not merely the instrument whereby private hoards may 
become generally useful for trade, it is also the means whereby 
the use of money can be economized by those who possess it, 
and its transfer effected rapidly and easily from one owner to 
another. A banker does not merely hold the money of one per- 
son to lend it to another, but he keeps all his customers’ cash, as 
well as the accounts of credit by which they can command cash, 
and through him these customers pay their debts, without requir- 
ing actually to transmit money. By the sale of so much produce, 
one man obtains the right to as much of the wealth of another as 
is represented by so many thousands of pounds, and that amount 
the debtor orders his banker to transfer from himself to his cred- 
itor by his check. Wealth of all kinds thus passes from one per- 
son to another, without the intervention of money, merely by 
alterations in bankers’ books. 

“A position of this kind is of the highest responsibility and 
honor. Bankers can do incalculable good to a country, and 
also may do incalculable harm. If they lend rashly, and cannot 
recover the capital when wanted, trade may be stopped, and 
many persons involved in ruin; but, if they have a clear idea of 
their duties and abide by them, they can help prosperity beyond 
measure. Now, this general definition of banking opens up the 
way at once for distinguishing both who are not bankers and 
what bankers should not be. 

“Tt is at once clear that many bill-brokers, financial and com- 
mission agents, who arrogate to themselves the name of bankers, 
in the city, have no shadow of right to the title. They lack the 
first requisite of banking, for they do not collect the money of the 
public as a means of lending on or of facilitating the payments of 
depositors. A bill-broker discounts just as a bank may do, and in 
many cases may have the money of other people deposited with him 
to discount with; but he does not pay and receive payment of sums 
for his depositing customers; he does not make the transfer of 
immense sums from the credit of one person to another a mere 
matter of ledger entries. He is merely a borrower, paying less 
for what he borrows than he lends it at. He may borrow from 
the public by taking in deposits of money at interest, or he may 
borrow from a bank by rediscounting the bills in his case; but he 
is in no sense a banker because he does so. Still less are finan- 
cial agents, so-called, bankers. What we understand by a financial 
agent nowadays is not so honorable a calling as one could wish 
it to be in many instances, and it is therefore all the more to be 
deprecated when such agents assume the name of bankers. They 
have no right to the name, being in fact only a species of com- 
mission merchants. They sell their services for so much per cent. 
to a company or a nation, for the purpose of helping that com- 
pany or nation to borrow a certain sum of money, and that is 
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all. These people do not receive deposits for lending at short 
periods, do not have customers who work ‘current accounts,’ and 
resemble bankers in no essential particulars of their business. 
Their business comes nearer to that of a bill-broker, and in its 
more honorable form may be found associated with it, as also 
with the trade of an ordinary merchant. Financial agents and 
bill-brokers are alike borrowers, but the former borrow for a long 
period, and ask money from the public which cannot be got back 
for many years, while the latter borrow for short periods. The 
responsibility of a financial agent differs, too, from that of either 
broker or banker in that it is a responsibility to the general pub- 
lic and to an employer at the same time. The agent is, for the 
time being, the servant of the borrowing party, but he has at the 
same time a position before the persons whom he asks to lend that 
has been too often ignored. Toward them he stands as pledge and 
voucher for the borrower to a degree that it would be well if 
intermediaries of the kind felt more vividly. This has, however, 
nothing to do with the business of banking, and because a man 
gets up loans, and undertakes the payment of dividends on loans, 
he has no more right to call himself a banker than if he were a 
tea-dealer. The trades are altogether distinct, and the one is, to 
a considerable extent, incompatible with the other. It would be 
dangerous, for example, in a banker to assume that public 
responsibility for a great borrower that a loan agent ought to 
take. The failure of a State to meet its engagements, or of a large 
corporation to hold its own, would affect the bank that stood 
sponsor most injuriously, and to a degree that no institution of 
the kind would take the risk of. A bank’s risks should be dis- 
tributed, and its responsibility to the community felt only through 
its responsibility to its private customers. When banks take the place 
of loan agents, therefore, they are forgetting their true position. 
They are dealers in money, but not commission merchants. Not 
only so, but the fact that the loans which financial agents nego- 
tiate are mostly for long periods, if not irredeemable, should make 
banks aware that the business is not for them, because, in its 
transmutation of floating into fixed capital, it is in antagonism 
with theirs. A bank should not even have its own capital tied 
up where it cannot be readily used, and it has no business to 
undertake a trade which would make its interests and those of 
its customers directly antagonistic in this respect. Large profits 
can be made by loan-dealing, and if the banks were to lay 
themselves out for these profits, the temptation to get customers 
to put their money into loans would be irresistible. The leverage 
which a respected bank has over public opinion in this way is 
far too great for it to be safe or wise to submit to this tempta- 
tion. A community might be drained of its working capital 
before anybody was aware, by its transfer into unrealizable securi- 
ties, that banks devoted themselves to this trade. Banks should 
only effect such transfers at the bidding of their customers when 
moved by influences quite outside their own. All banks are tied 
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down by these conditions, and ought to work within these limits, 
but private banks most of all, because the private banker differs 
from the joint-stock banker in several respects, these differences 
limiting his sphere of action. The private banker is more a cash 
custodian for his customers than the joint-stock banker. People 
deposit their money with the one for safety and that it may be 
ready to hand, and with the other that he may trade with it. It 
might be said that joint-stock banks, in a sense, borrow money, 
seeing that they consent to forego a certain portion of their 
profits to depositors for the use of it, and, therefore, it may be 
legitimate for them to take higher risks than they otherwise should 
do, in order to earn the double profit. But the private banker has 
most of, if not all, the money in his hands deposited “at call.” 
He gives nothing to the depositor, and is not spurred to make a 
profit. He is, therefore, to be even more reprehended than the 
joint-stock banker if he embark in risks, or lock up money in 
securities that cannot be realized. It is absolutely imperative on 
his part that he should avoid, at all hazards, any temptation to 
do so, and any appearance of doing it. 

“Other points might be dwelt upon, but enough has been said 
to make it evident that banks should not be public loan con- 
tractors, and that financial agents, bill-brokers and others have no 
right to the name of bankers. Some houses may mix up loan 
contracting, bill brokering, and a species of international banking 
together, but they are not, therefore, bankers in the true sense of 
the term; for their international operations are merely a modified 
form of exchange brokering. It would, therefore, be well, for public 
convenience and for sound business, if the attempts made to mix 
up names and callings in the fashion many people try to do were 
stopped. Bankers, who really are such, ought to refuse to be 
more than bankers, or even to seem to be more, on any pretext 
whatever, and their name might not then be so readily arrogated 
by those who have no right to it. Both the too free use of the 
title by those to whom it belongs, and the abuse of it by those 
who have no right to: it, are calculated to produce much confu- 
sion, and to do no little harm to the public.” 

In this country there has never been as much distinction 
between the banker and the broker as prevails in Europe. But the 
London Zimes would have some difficulty to apply its principles to 
the country bankers in England. The English private bankers and 
the country banks earn a large proportion of their profits by 
business which scarcely accords with the rules above laid down. 
And still nobody ever thinks of disputing the title of these institu- 
tions to the designation of banks. The truth, probably, is that no 
positive rigorous rules can be established or enforced in regard 
to a business so multifarious, exceptional and complex as banking. 
How far a firm that deals in stocks and bonds, on commission or 
otherwise, can safely be intrusted by the public with deposits 
payable on demand, is a question of which the discussion is by 
no means exhausted. 
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THE GERMAN BANKING LAW. 


By Ernest Seyp. 
{From the Journal of the London Statistical Society for June, 1875.] 


The new Imperial Banking law of Germany resembles the 
Bank of England Act of 1844 in some respects, but is essentially 
different in others. In the same way as Sir Robert Peel limited 
the issue of fiduciary bank-notes by the Bank of England and the 
privileged provincial banks, so does this German law restrict and 
limit the issues of the Imperial German Bank and the different 
small State and joint-stock banks to the respective sums assigned 
to each in the list appended to the Act. 

The Imperial Bank (or, properly speaking, the Empire Bank, 
“ Reichsbank,”) will in future hold a position akin to that of the 
Bank of England, apart from the provincial banks of issue. Leav- 
ing the comparison between the Imperial Bank and the Bank of 
England for consideration later on, it may, just at this moment, 
whilst a Select Committee of the House of Commons is inquiring 
into our own provincial issues, be of interest to us to see how the 
Germans treat this matter. 

Under Sir Robert Peel’s Act the total fiduciary issue of Eng- 
lish, Irish, and Scotch provincial banks is limited to £ 15,857,000, 
the English being £ 6,713,000, the Irish £ 6,354,000, the Scot- 
tish £ 2,789,000. The English issues cannot be extended beyond 
the above fixed amount, but the Irish and Scottish banks may 
hold gold and silver coin in due proportions of any surplus issue. 
This is just one of the anomalies which the committee has under 
consideration. The German law prescribes to the whole of the 
provincial banks a frst limit of fiduciary issue of a total of 
135,000,000 marks (after deducting 250,000,000 marks for the 
Imperial Bank), equal to £ 6,750,000, against the English 
4 15,800,000. That is to say: the German provincial banks may 
issue £ 6,750,000 in fiduciary notes, and for the surplus above 
this they must have cash, either gold, or State or other bank 
notes. (Such other notes are those of other banks which may 
happen to come into their tills.) So far the arrangement resem- 
bles our Scotch issues, which, as before said, can only be increased 
by more gold. But this allowance of £ 6,750,000 uncovered notes 
of the German banks, is only what may be called the first Limit. 
Our total limit of £ 15,800,000 is so far the final allowance of 
uncovered issue, the German law admits of further extension of 
issue on credit. Each bank can issue its share of the first limit 
without paying any tax whatever to the State; but it may 
exceed that limit provided it pays to the State a tax of five per 
cent, per annum on such excess issue. Such over-issue, however, 
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must not exceed a proportion of one-third to be held against it 
in cash. 

This curious provision gave rise to much discussion, the 
Government insisting that so heavy a tax as five per cent. would 
check excess, others alleging that over-issue would be encouraged, 
and great variations in interest take place. The principle of exten- 
sion so adopted is a rough one, and, as a matter of course, con- 
trary to the spirit of Sir Robert Peel’s Act; for it will enable 
notes to take the place of bullion when bullion is absolutely 
required, and thus defeat the sound action of limitation. The 
privilege of note issue acquired by the German provincial banks, 
as the perusal of the clauses show, is otherwise so hemmed in by 
all sorts of restrictions as to their business of banking, that many 
of them have already declared their willingness to surrender 
it to the Imperial Bank. It remains to be remarked that these 
banks cannot issue notes in future of less than too marks, or 
45. The State itself, under a law passed in April last 
year, will issue 120,000,000 of marks in Séate notes of smaller 
amounts. 

The Imperial Bank itself will become the great center of the 
German valuation. It must be the business of that institution 
to act in a manner similar to that of the Bank of England, viz., 
in the first instance, to secure as much gold as the valuation 
requires, and that can only be done by limiting the amount of 
fiduciary issue. Sir Robert Peel’s fiduciary allowance is the 15 
millions which the Bank of England issues on securities, all 
the rest of the issue must be made on bullion. The German 
law takes the same bullion basis, but, in lieu of our £15,000,000 
of issue, it assigns but an issue of £ 12,500,000, or 250 mill- 
ions of marks for this purpose. As the circulation of the Imperial 
note will amount to about £40,000,000, against £25,000,000 of 
Bank of England notes, this allowance of 12% millions would 
seem a narrow one. But, just as in the case of the other banks, 
if the Imperial Bank desires to issue more than 12% millions ot 
notes above bullion, it can do so on paying 5 per cent. per annum 
tax to the State, provided that it never has less than one-third of 
cash in its coffers. The Bank of England issue is strictly limited 
by the allowance of 15 millions, and xo more (excepting by sus- 
pension of the Act); the Imperial German issue is, so to speak, 
trebly limited. The first limitation is by way of the narrow allow- 
ance of 12% millions; next to this comes the limiting and check- 
ing power of the tax of 5 per cent., and the final limit is the one- 
third or 33% per cent. of cash. When we consider that, in 1857 
for instance, our own bullion, on a circulation of 21 millions, fell to 
6 millions, or about 26 per cent., there is, considering the previous 
safeguards in the German law, nothing dangerous in such final 
extreme limit as 33% per cent. of bullion. Nevertheless, the prin- 
ciple of extension so adopted is again contrary to Sir Robert Peel’s ° 
Act, and is unhealthy in its nature. It gave rise to stormy dis- 
cussion; the management of the Bank itself strenuously opposed a 
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measure which subjected the State bank to the prospect of 
the indignity of having to pay 5 per cent. per annum tax to 
the Government, guasi by way of penalty. Imagine what would 
be the case here, if the money market were compelled suddenly 
to pay 5 per cent. interest to the State at times when interest is 
already high. The Ministry, nevertheless, succeeded in carrying 
this extraordinary measure. 

The Imperial Bank may possibly be able to manage its issue 
under its frst limit of 12% alone, without incurring the penalty 
of the 5 per cent. tax. And here an essential difference between 
the manner in which our own fiduciary Bank of England allowance 
of 15 millions, and the German allowance of 12% millions, will 
be treated, may be pointed out. The Bank of England issues 
these 15 millions permanently, whether there be much or little bull- 
ion, whether the circulation requires them or not. The German 
Bank will issue the 1214 millions only when wanted, and not per- 
manently. That is to say, both ailowances are to be equally 
ready and available, but whilst our English system thus creates a 
surplus of actual legal-tender money in reserve, the German issue 
will have an equally available issue in reserve. It is alleged that 
in the former case money is rendered unduly cheap, and that such 
surplus of legal-tender notes has the tendency of opposing and 
lessening bullion, leading to extremely low and subsequent high 
rates; whereas the mere issue in reserve remains neutral, and 
gives more equal rates of interest. The German economical press 
considered that the great variations in bullion and rates of inter- 
est in England were mainly due to the maintenance of the fidu- 
ciary issue of 15 millions as both minimum and maximum, whereas 
such issue should only be maximum. 

The perusal of the Act will enlighten the reader on many 
minor details connected with the German policy of banking. The 
clauses providing for the management and its appointment seem 
to indicate that the Imperial Bank will be a kind of Government 
institution; but the real life of the Bank, as far as active banking 
in discounts and advances is concerned, must be conducted with 
due regard to the stockholders, and will, therefore, have the same 
unofficial and private character as that of the Banks of England 
and France. As a specimen of “framing” a law, it is a very 
great curiosity, and the most severe criticism has been passed 
upon the manner in which it is strung together. 

The most important part of the Act, that which will affect 
us most, is the fixed price which the Imperial Bank will in 
future pay for gold. Hitherto the German Government not only 
exacted a very high mint charge (of % per cent.), but actually 
closed the mint to the public. Hence the Imperial Bank was 
unable to buy gold in the international markets at a fair exchange. 
The more or less sudden purchases of gold made for account of 
Germany, here and elsewhere, took place almost at the caprice of 
the Government, frequently against the exchanges. In future, these 
purchases will go their regular way in accord with the rules of 
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supply and demand and the true state of the exchanges. Sec- 
tion 14 provides that the Bank shall purchase gold against its 
notes at the rate of 1,392 marks per mint pound fine. The full 
mint price being 1,395 marks, the charge is equal to 2°158 pro 
mille, Our full mint price is £3 175. 10%d. per oz. standard, and 
the Bank of England buys at £3 175. 9d., the 114d. being equal 
to 1605 pro mille; but, inasmuch as our other technical expenses 
are higher than in France and Germany, a comparison of the 
total cost of realization on a bar of 200 ounces will show the 
following results : 


Charges in England. 
14d. pe 
Assays 1-3000ths fine 
Turn of scale 


2°342 per mille. 


Charges in France. 
6°70 frs. per kilo. goo 2°161 
Assays I-10,000ths fine 9050 
Turn of scale 0008 
Cost of assay (1°50 frs.).............--- .- 0°077 


2°296 per mille. 


Charges in Germany. 
3 marks per pound, 1,000 fine 2°15! 
Assays I-10,000ths fine 0°050 
Turn of scale 0°008 
0°096 


2°305 per mille. 


As England always insists upon remelting bars, by which a 
loss of from o*5 to o*7 pro mille is incurred, it will be seen that 
the French and German charges of converting gold into notes or 
coin are slightly more favorable than ours. 

In future Germany will accordingly become an effective and 
regular competitor in the international exchange market, and this, 
as time will show, will have an important influence on the features 
of international banking* generally. 


* The writer of this essay, Mr. Ernest Seyd, is well known in London as a man of 
great experience and sound views on monetary and banking questions. The financial com- 
munity has often been indebted to him for timely and accurate statistical information on matters 
touching the working of the English Bank Act of 1844. The foregoing account of the new 
German banking law contains in a brief, lucid, outed form a considerable amount of 
information such as our readers will wish to possess relative to the banking system which is 
being established in Germany. The Reichsbank has several points of analogy to our American 
system of banking, with which Mr. Seyd does not seem so well acquainted as with the systems 
of England, Germany and France. 
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FINANCIAL ENGINEERING. 


No. 2. 


Before the Overend panic of 1866 a favorite method of finan- 
cial engineering in England was to start a bank under the Limited 
Liability Act of 1862. An uncle of mine, a retired army officer, 
wishing to do me a favor after I left the university, took it into 
his head to make a banker of me, and, with a view to give me 
a chance to gain experience and test my capacity, he obtained 
for me a place as secretary of a new bank which was being 
organized with a large capital and with much appearance of 
ostentatious respectability. 

New institutions generally work well at first, just as new 
brooms are said to sweep clean. Our bank was no exception to 
the rule. About two months after the shases were allotted, we 
moved out of our temporary offices, and commenced business in 
premises which had been hired and fitted up on purpose, and at 
vast expense, for our use. Nothing could be brighter than our 
desks, counters, brass rails, and new ledgers; nothing more grave 
and business-like than our tellers and cashiers; nothing more im- 
posing than our Board-room, with its large table and fourteen easy- 
chairs; nothing more overpoweringly respectable than our two 
staid, civil messengers. The very sight of our piles of new check- 
books—numbered, lettered, and stamped—or of our heaps of new 
white calf-bound pass-books, ought to have given even a South 
Sea Islander an uncontrollable desire to open a current account, 
had he come into our office. As I gazed upon these triumphs 
over past difficulties—these incontestable evidences that out of 
nothing not a little had been made—I could hardly help wonder- 
ing that the passers-by—as they read upon the brass plates of our 
doors that within those walls The Grand Financial and Credit 
Bank of Europe and America (Limited) lived, and moved, and 
had its being—did not rush in, and beg to do business with us. 

At first we certainly got many constituents; some, but by no 
means the majority, of whom were respectable, and kept balances 
more or less large in our bank. Most of these new accounts 
were brought in by our different directors, each of whom made it 
a point to ask his friends to give the new concern a helping hand. 
As a matter of course, a number of accounts that were neither 
respectable as to the character of those who opened them, nor in 
any way worth having in a pecuniary sense, were brought to us. 
A new bank can hardly—or at any rate the managers of these 
young institutions seldom, if ever, have the courage to—reject 
any accounts, and we were no exception to this rule. “Get 
accounts, good ones if you can, but in any case get them,” seems to 
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be the maxim of all managers of new banks. Thus often an indi- 
vidual on the verge of insolvency would come to us, simply 
because his own—some older—bank had plainly intimated that 
they did not think his account worth keeping, and would feel 
obliged if he would withdraw the small balance, if any, that stood 
to his credit in their books. He would make a great show of 
opening an account with us, paying in fifty, eighty, or one hun- 
dred pounds to begin with, but rapidly diminishing his balance by 
frequent checks, until at last came one, which from the credit 
removed his balance to the debit side of our books. Overdrawn 
checks were not refused payment, because our manager was afraid 
of offending new customers, and hoped as times went on that mat- 
ters would mend. Managers of young banks like to be able to say 
at each weekly Board meeting, that during the last seven days 
there have been ten, twenty, or thirty new accounts opened, and 
the directors but too often take this as a criterion of business done, 
without inquiring who are the new customers, or what are the 
balances they intend keeping to their credit. However, some of 
our new accounts soon showed themselves to be of a nature which 
even the manager of our bank could not stand. One I remember 
particularly. The man who opened it paid in four hundred pounds 
on the Monday, and during the next two days made several pay- 
ments to his credit of ten, twenty, and thirty pounds each, giving 
at the same time a number of checks against his account. Our 
cashier saw that although large amounts were paid out of this 
account, a good deal was paid in to the credit of the customer, and 
therefore believed him to be in a large way of business. One day, 
about a fortnight after the account was opened, there stood but 
two or three pounds to the credit side of this gentleman’s balance, 
when late in the afternoon he paid in a crossed check for five 
hundred pounds, drawn by another person upon one of the West- 
end private banks. As our establishment was much too young to 
belong to the Clearing-House, we had to pass in the crossed check 
to the bank where we kept our account, in order to have it 
cleared, and therefore could not know until next day whether the 
check was paid. In the mean time, believing that it would be 
duly paid, the ledger-keeper had passed the check to the credit 
of our customer, which was just what the latter had calculated 
upon. Some hours before we could know whether the check would 
be paid or not, an open check for four hundred and fifty pounds 
from our client was presented and paid over the bank counter, and 
from that day to this that highly respectable individual has never 
been heard of. I need hardly say, that in due time—a few hours 
after his own check had been paid by us—the crossed check he 
had given us for five hundred pounds, with the letters “N. S.”* 
written upon it, was returned to us, and thus our customer made 
in the space of a few days just four hundred and fifty pounds by 
his little speculation. 


* “N.S.” meaning “not sufficient funds to meet the draft.” 
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This was the largest, but by no means the only, loss we had 
in the item of customers’ balances during the first two months 
after we commenced business. In the discount department, how- 
ever, our misfortunes were on a very much greater scale, and 
although our manager had been many years in business in Lon- 
don, he appeared to be made a victim by every one who wanted 
to exchange worthless paper for hard sovereigns or crisp bank-notes. 
Here I would say a word respecting the general opinion that bank 
managers are invariably to blame for the bad bills discounted by 
the establishments they govern. This, although true in theory, is a 
mistake as to practice. In most instances—in almost every case 
when a bank is young, and very often when it is old—all heavy 
discounts made are to parties introduced by individual directors, 
and cannot, therefore, be well refused by the manager. It was so 
in our case. Nearly all—I may say all—our large mercantile dis- 
count accounts were introduced by Mr. Diaphorus, a Greek com- 
mission agent, who was one of our directors; and it was, there- 
fore, almost impossible for our manager to refuse discounting bills, 
the goodness of which was vouched for, and in many cases in- 
dorsed, by a member of the Board, one of his masters. It was— 
afterwards, when too late, as is generally the case—found out 
that this same Mr. Diaphorus was himself largely engaged in the 
discount of indifferent and bad paper. That is to say, he would 
take the bills of foreign and other merchants who were in a very 
small way of business—bills that no respectable bill-broker, or no 
bank of any standing, would so much as look at—and discount 
them at say ten or twelve per cent., while he indorsed them and 
re-discounted them at our bank at four or five per cent., thus 
making a clear four or five per cent. by the mere act of writing 
his name across the back of a bill. 

So long as the commercial barometer marked “set fair,” this 
little game of “heads I win, tails you lose,” was an exceedingly 
pleasant one to our Greek director. He had accepted office in 
our bank for the sake of carrying out his own views, he had 
been paid some four or five hundred pounds in shares for join- 
ing our direction, and could lose nothing by his speculations, 
because, as I said in the last chapter, he had nothing to lose. If 
the fine commercial weather lasted, he was safe to make money. 
The questionable paper of his foreign and other friends would be 
sure to be met, and if the mercantile glass fell, and the paper he 
had discounted at our bank came back upon him, he had only to 
“burst up” and start afresh; in other words, three or four ten- 
pound notes, a clever solicitor, a good accountant, and the Court 
that works in Basinghall street, would act as a wet sponge, and 
wipe out the score he had run up on the slate of our unfortunate 
bank. 

Mr. Diaphorus was not the only one of our directors who 
managed to make his seat at the Board a means of profit. By 
the hands of Mr. Nathan and of Colonel Sabré came military, and 
through Mr. Watson Swift legal, paper to be discounted. The first 
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of these—the military stamped paper—was less pretending as to its 
soundness, less hypocritical as to the probability of its being paid, 
but much more, theoretically, profitable as to its rates of interest, 
than any other class of bills brought to us. These little documents 
had their peculiar characteristics. They were always drawn in 
even sums—thirty, forty, fifty, or one hundred pounds each—and 
invariably for the full amount which the stamps on which they 
were written would bear. There was no sham of odd shillings and 
odd pence being tacked on to the end of the pounds, to give 
them a commercial air. They were wholly, solely, and altogether 
“ accommodation” bills, but they had the honesty to avow their 
character openly. They were generally drawn by one military 
man—say “G. H. Tomkins, Lieutenant in the r1oth Regiment,” 
at Aldershot—upon another, say “F. A. Jones, Captain in the 23d 
Hussars,” at Dublin. And so sure as the bill of Tomkins upon 
Jones was brought to us upon the Monday, as certainly before the 
Saturday night would that of Jones upon Tomkins be offered to 
us for discount. The parties who brought us this kind of paper 
were two of our directors, Colonel Sabré and Mr. Nathan, chiefly 
the former, who, as we found out later, derived the main part of 
what little income he had, by “touting” for military and other 
bill discounters, gentlemen who do business chiefly in the sixty per 
cent. line. When these bills were offered to our manager, they 
were invariably said, by those who brought them, to be both drawn 
and accepted by officers in the army of “large private fortunes, sir.” 
But when the paper arrived at maturity, it was generally found 
that the drawer had sailed for the Cape or for India, whilst the 
acceptor had probably sold out, or gone on half-pay, or was other- 
wise returned as zon est inventus. If the manager could get paper 
of this kind renewed, happy was he; but, as a general rule, he had 
to hand it over to our solicitor, who charged—either the bank, or 
the non-paying acceptor, or the drawer of the bill, or perhaps all 
three—six and eightpence for each letter he wrote, and then began 
the game of serving writs, so that in the end, if our shareholders 
lost, why somebody else made, money, and therefore it would be 
unfair to complain; for what more would you have? And more- 
over, were not the imaginary profits great? Were these bills not 
discounted at forty, fifty, or sixty per cent.? It is true that a 
large commission was given to those who brought them to us, but 
still, after all said and done, the bank stood to gain at the rate 
of forty or fifty per cent. per annum, provided the bills were paid, 
which they seldom or never were. Forty or fifty!’ Why, I remem- 
ber a bill drawn by an ex-Lifeguardsman, and accepted by a gen- 
tleman who was then, but is no longer, in the Foot Guards. It 
was drawn for one hundred pounds, at two months after date. 
For this little document the bank gave seventy pounds, or, in 
other words, charged interest at the rate of one hundred and 
eighty per cent. per annum! 

There were also what I may call the legal bills which our 
director, Mr. Watson Swift, or else his brother, who was our 
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solicitor, brought us. I call these documents “legal” merely 
because they professed to arise from law transactions, and not on 
account of their being in any way more lawful tender, or more 
“safe” to discount, than any other kind of the worthless paper 
offered to, and discounted by, our bank. The origin of these bills 
was generally complicated, and always curious. For instance, the 
friends of some clergyman wished to purchase an advowson for 
him, or, more truthfully speaking, some clergyman wished to pur- 
chase an advowson for himself, in the name of his friends. Let 
us say that the sum required was three thousand pounds, and of 
this the intending purchaser was minus five ‘hundred pounds. He 
would go to his solicitor, and, through some complicated method 
of giving that individual a lien upon the advowson, as well as 
of insuring his life and assigning the policy to the lawyer, get the 
latter to discount his note of hand for five hundred pounds, which 
note of hand was to be renewed, again and again, on payment of 
a certain commission. For this discount, the solicitor generally 
charged his client about ten to twelve per cent., and then re-dis- 
counted the document at the bank for five or six per cent., thus 
making a clear profit of five or six per cent., and having all the 
time the use of his money. If the client paid the notes of hand 
at maturity, well; if he did not, the bank had to ask payment of 
the solicitor, who either compromised the matter, or obtained time, 
or otherwise had matters “made pleasant” for him. The bank 
could hardly sue its own legal adviser, and, therefore, as is usual 
under such circumstances, the unfortunate shareholders were the 
sufferers. 

I have said that, so long as the commercial wind was fair, our 
director, Mr. Diaphorus, carried on his little game of discounting 
at ten or twelve per cent., and re-discounting at five or six, with 
both pleasure and profit to himself. Nor did he hide these good 
things from others. He introduced to the bank a host of friends, 
all so-called “mercantile” men, who opened accounts with us, and 
“did” largely in the discount way. These gentlemen were chiefly 
foreigners, mostly descendants of the ancient Hellenic race. The 
bills they brought us were pretty uniform in character. The house 
of Grovetti & Co., of Odessa, would draw for seven hundred and 
four pounds ten shillings and eight pence, at three months after 
date, upon Grovetti Brothers, of London, in favor of Sterrino & 
Co., also of London. Of course the bill would be culy accepted, 
and would then be brought to us for discount. If matters went 
right—if no storm arose—the bill would be duly provided for, at 
maturity, by the London house drawing upon the Odessa firm, 
and getting the draft discounted. Had matters been sifted, it 
would probably have been found that Grovetti & Co., and Gro- 
vetti Brothers, were one and the same people, and that if the one 
house failed, the other was pretty certain to follow suit. If we 
had merely discounted a few such bills—here a few hundred 
pounds and there a thousand or two—it would not have been so 
serious a matter; but when our bill case began to fill with similar 
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‘documents, and still more when, in order to keep in funds, the 
bank had to indorse and re-discount nearly all this paper, matters 
commenced to look alarming, and the directors began to feel that 
the foundation of the house was built on sand. The military, the 
West-end, legal, and “sundry,” bills might amount to some hun- 
dreds of pounds—a couple of thousands would have nearly paid 
them all—but the “commercial” paper which had been brought 
us by Mr. Diaphorus and his friends was a very large item 
indeed, insomuch that nearly the whole paid-up capital of the 
bank was seriously compromised. 

It may be asked what our directors were about that they 
allowed the tide to rise so high before becoming aware of the 
danger they were in? The answer to this is the old tale, often 
told, and yet, it is to be feared, often to be told again. Of our 
eight directors, four took little or no practical interest in the bank. 
Mr. Daunt had joined the bank for the sole purpose of obtaining 
the secretaryship for me, his nephew. Mr. Daunt’s two friends, 
General Fance and Mr. West, had joined the direction to please 
Mr. Daunt, and thought that, by showing themselves, from time 
to time, in the Board-room, they would perform all the duty 
required of them. These gentlemen put entire trust in the man- 
ager, who, in his turn, was almost entirely controlled by the 
directors interested in getting bills discounted. Mr. Westermore, 
another director, lived far from London, and never came near the 
bank oftener than once in six, eight, or ten weeks, when he had 
not time to look minutely into everything that had been done in 
his absence. As a general rule, shortly after we began business, 
there were seldom more than three directors present at the weekly 
Board meetings, and these were generally the same _ individuals, 
Messrs. Diaphorus, Nathan, and Colonel Sabré, all three of whom 
were more or less interested in obtaining accommodation from the 
concern, seeing that they could not get it elsewhere, and that if 
they—more particularly the first named, and the various friends 
he had introduced to the bank—stopped payment, it was not 
unlikely that the bank would stop also. To keep the establish- 
_ Inent going, they had to keep themselves afloat, and to do this, 
they had ‘to use freely both the funds and the credit of the bank; 
in fact, after a time, matters became so that these three, the only 
directors who took any active share in the management of the 
concern, were employed, day after day, in propping up their own 
credit and that of those persons .whom they had introduced to 
discount in the bank. 

Just about this time another circumstance occurred which 
helped greatly to hasten our fall. 1 should have mentioned that 
the promoter of the company was Mr. Sterling Swift, who was 
also our solicitor. This gentleman got five thousand pounds for 
his share of the promotion money, out of which he was to qualify 
the other directors for their seats upon the Board. These qualifi- 
cations were to have been paid in “money or shares,” according 
to the terms of the undertaking with which each director was fur- 
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nished by the promoter. Had the value of the shares risen—or 
even if they had been maintained at par—the directors would have 
been happy to accept the value of what they had to receive in 
this security. But it so happened that in the city rumors had got 
abroad respecting the rash, speculative—and even worse—nature 
of our business, and so our shares were unsalable, save at an 
immense discount. The directors then stuck to the letter of their 
contract, and determined to receive their qualification in money, 
and in money only. To this our promoter objected. Was he to 
give a hundred pounds for what he could obtain for fifty? Our 
shares would only cost him one-half of the amount he had to dis- 
burse, for they were at a discount of fifty per cent., or even more. 
On the other hand, the directors said, why should they receive as 
a hundred pounds what they could only sell for fifty? Thus dis- 
putes entered into the Board-room, and set the directors by the 
ears. Some of these gentlemen had been “squared” by our pro- 
moter, in order that they might by a majority carry the proposi- 
tion, which had been put before them, respecting the payment of 
their qualifications in shares instead of money. Unfortunately for 
himself, as well as for the prospects of peace in our Board-room, 
Mr. Sterling Swift had overreached himself. In “squaring” cer- 
tain of the directors he had not made use of money, but had 
given undertakings to pay certain sums by a given day. These 
undertakings he had not fulfilled, and of course those who had 
received them—and some of the directors, being more or less 
needy, had indorsed them to third parties as security for money 
borrowed or otherwise owing—were not a little angry at faith not 
being kept with them. One or two of the directors then resigned 
their seats at the Board, and this fact getting abroad made our 
position in the city all the more shaky. Our manager declared 
that he had the greatest possible difficulty in getting any of the 
bills which he had taken re-discounted at any of the banks or dis- 
count houses. More than one of the few good customers we had 
quietly withdrew their accounts from the bank. Occasionally, if 
a heavy payment had to be made, there was a want of cash in 
the till, and parties had to leave notices of drafts, and even some- 
times of checks. In short, things looked altogether so bad that 
the three gentlemen whom I had brought on the direction resigned 
their seats, nor could I in conscience request them not to do so, 
although they were the only friends I had on the Board, and 
their absence greatly altered my position for the worse in the 
office. 

Even at this stage of our affairs there was time to save the 
bank ; and if such of our directors as were left had been honest 
and solvent men, the concern might yet have pulled through. 
But your true joint-stock company-monger can do nothing in a 
straightforward manner, or rather he can—or does, which comes to 
the same thing—do nothing without having what in his slang he 
calls his “ pull” out of the affair. Tottering as our, bank was, a 
wealthy well-known city merchant, of the very highest respecta- 
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bility, offered to join the direction, provided the present Board, as 
well as the solicitor, resigned, and six friends of his own—all men 
of some standing in the mercantile world—together with six more 
gentlemen, who were to be selected by the shareholders at large, 
joined him in the direction. To this, three of the four directors 
left of our present Board agreed, on certain conditions—these con- 
ditions being that each of them should receive two thousand 
pounds in hard cash, as compensation for the loss of his seat at 
the Board. The fourth director, Mr. Watson Swift, as well as his 
brother, the solicitor, altogether declined to resign, but intimated 
that they had no objection whatever to serve with the new Board. 
To this the gentleman who had offered to re-establish our credit 
objected, and at once withdrew his proposition. So the proposi- 
tion fell through and was no more thought of. 

To make matters worse, commercial matters throughout England 
and the Continent of Europe began just at this time to look 
very queer indeed. More than one of the firms whose bills we 
had discounted to a large amount, and had then re-discounted at 
other banks, failed, and we had at once to find money for these 
engagements. To meet these and other liabilities a call of five 
pounds per share was made upon the shareholders, and, wonderful 
to say, the call was at first pretty well responded to. In the 
course of a fortnight, some ten or twelve thousand pounds were 
paid into the bank, and served to stave off the evil day for a 
time. But the commercial crisis got worse instead of better. 
Some of our shareholders wanted to realize upon their shares, but 
found it impossible to do so, unless at a loss of something like 
seventy-five per cent. Many sold at this price rather than risk 
losing the whole, and as these sales were very soon known, the 
value of our stock became still more depreciated. Our directors 
held on bravely for a time, knowing that their case was all but 
desperate. As the Bank of England’s rate of discount went up 
week after week, our manager’s courage went down. Of business 
we had little or none doing. Mr. Diaphorus was every day, and 
all day, in and out of the manager’s room. More and more of 
the paper he had indorsed and discounted with us kept coming 
back upon him, and to meet it he had no funds. His brother 
directors, being themselves very much in the same fix, only in a 
smaller degree, allowed the amount of these bills to be carried to 
his debit, in what was called a “Suspense Account,” and he 
allowed the same to be done for the liabilities which came back 
upon them. 

Whilst this was going on the shareholders began to murmur. 
The scrip they held had become utterly valueless in the market, 
and they feared greatly, from what they heard outside, that the 
bank would go to the bad, and they would be called on to con- 
tribute still further upon their shares. Day by day did we receive 
letters—letters of indignation and of remonstrance, letters demand- 
ing information and demanding explanation—from our share- 
holders in the country; whilst one or other of those resident in 
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London came daily to the office to ask how matters were going 
on. It was now that my troubles as secretary commenced. I 
had to reply to all the angry letters that came, and see all the 
indignant shareholders who called. One old gentleman, a Dis- 
senting clergyman from one of the Eastern Counties, shook his 
fist in my face, and threatened if I did not on the spot give him 
a check for five hundred pounds, the amount he had paid up upon 
fifty shares, he would have me up before what he called “the 
Lord Mayor and all the aldermen.” I began to feel that my 
lines had not been cast in pleasant places, and, to avoid all 
unpleasantness, began to keep out of the office as much as _possi- 
ble. I heartily wished that I had never formed any acquaintance 
either with Mr. Sterling Swift or “The Grand Financial and Credit 
Bank.” 
At last the beginning of the end came. Mr. Diaphorus, in 
spite of every financial scheme and dodge, in both of which he 
was no mean adept, was obliged to stop payment, and to avoid 
being provided with free lodgings in Whitecross street, had to take 
out his protection in the Bankruptcy Court. By our Articles of 
Association he could no longer sit at our Board as a director, and 
of the three directors left, one, Colonel T. Sabré, found it more 
convenient to betake himself to the Continent, as he was laboring 
under a slight suspicion of debt, and had in his pocket more than 
one printed slip of paper, on which the first words were “ Victoria, 
by the Grace of God.” The only directors now left were Mr. 
Watson Swift, brother of our solicitor, and Mr. Nathan—for Mr. 
Westermore, a canny North countryman, who seldom came to 
London, had left the ship when the first signs of the storm came 
on. According to our Articles of Association, not fewer than 
three directors could form a Board; thus our vessel was left without 
any one to direct her, and affairs were brought to a stand-still. 
Now commenced the legal race as to who should win the 
prize of winding up the company in Chancery. Every solicitor 
who knew any shareholder of the bank tried to be put in the field; 
nay, our own Mr. Sterling Swift, the promoter of the company 
and the very author of its being, tried hard to get the job, which 
was worth a couple of thousand pounds to the fortunate lawyer 
who obtained it. I did hear it said in the bank that Mr. Sterling 
Swift had had the petition to wind us up in Chancery for many 
weeks in his pocket, and that he only waited for a favorable 
opportunity to use it, being in the meantime busy getting “ under- 
takings” from others, by which he could make something more 
out of the concern. But however this was, Mr. Sterling Swift was 
not fated to kill his own child, for although he tried hard, he did 
not obtain the winding of us up. There was an indignation 
meeting of the shareholders, and they appointed their own solicitor 
to wind us up, the petition being duly granted by the Vice- 
Chancellor. In a very short time the shutters of our office ceased 
to be taken down, and thus ended the history of “The Grand 
Financial and Credit Bank of Europe and America (Limited).” 
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SOME ASPECTS OF THE ABERDARE PANIC IN 
LONDON. 


One of the most noteworthy facts in regard to the late finan- 
cial troubles in England is that they have caused so little excite- 
ment there. The failures exceed $100,000,000. They have thus, 
probably, reached as high an aggregate as those of 1857, and fall 
very little short of the aggregate of 1866. Still there has been no 
general stringency in the money market, and the violent paroxysms 
of terror and excitement which have marked previous financial 
convulsions have been almost wholly wanting. In short, as has 
been said, our British cousins have “had a financial panic shorn 
of the usual symptoms of panic.” 

The reasons of this singular anomaly are well worthy of exami- 
nation. It is somewhat strange that no English writer has under- 
taken to investigate them. ‘This omission offers an illustration of 
the practical character and slow movements of the British mind. 
In Germany, France, or the United States, a multitude of exposi- 
tors would have pounced upon such a fact, and would have made 
it the theme of discussion until the public mind was thoroughly 
enlightened as to all the lessons it could teach, and as to all the 
circumstances needful to appreciate those lessons. When the 
history of this panic comes to be written we shall doubtless find 
that much of the financial tranquillity that has distinguished its 
course has been due to the judicious management of the Bank of 
England. No financial failures of equal magnitude have for many 
years occurred in London without causing the Bank of England 
to put up its rate so as to throw the money market into spasms 
of violent stringency. Nothing of the sort has been done on this 
occasion. The London Zconomist and certain other journals were 
short-sighted enough to urge the Bank to take the usual course 
of putting up its rate of interest. But happily the advice was 
not taken, and the managers of the Bank of England were for- 
tunate enough to find other means of keeping up and strength- 
ening their gold reserve without resorting to this dangerous expe- 
dient of advancing the rate of interest. 

Another important cause of the recent stability and quietude 
of the British money market is the growing knowledge of the age 
in which we live. In a less intelligent community, whose informa- 
tion and experience were but scanty on financial questions, panics 
in the money market used to be regarded with the same unreason- 
ing terror with which the plague, the black death, and similar 
epidemics were regarded centuries ago. Hygienic science has 
taught men to prevent the latter evils, and financial science is 
instructing the world how to prevent the former. If the panic of 
1866 had been treated in England with as much intelligence and 
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judgment, it is highly probable that the conflagration would have 
been far less destructive than it was. The fatal mistakes then 
made were, perhaps, necessary as a condition for the acquisition 
of the improved wisdom and skill in the treatment of like troubles. 
in the future. It remains to be seen whether the banks whose 
eager impetuosity to increase their business has for years placed 
financial facilities in the hands of penniless speculators, will abstain 
from such reckless ventures hereafter, and will strengthen them- 
selves by more adequate cash reserves. These institutions have had 
a first warning. It is to be hoped they will heed the monition and 
obey it. They have had more than thirty-five years of singular 
prosperity, which can only be hoped for hereafter as the result of 
more caution to avoid bad business and to keep heavy reserves 
of cash. The expense entailed by the new policy is no loss. To 
call it a loss is an abuse of terms. It is a necessary expense 
incident to their business, and indispensable to safety and success. 

Moreover, an efficient cause of the steady quietude of the 
financial machinery during the recent pressure, is the enor- 
mous increase of capital which is so conspicuous throughout the 
commercial world. It is the characteristic of great machines to 
bear with ease a burden and to overcome a pressure which would 
be destructive to mechanism of less power. A Parliamentary paper 
lately showed how wonderfully the industrial machinery of Eng- 
land had grown during the last thirty years. In 1844 the population 
of the United Kingdom was 27,525,119; in 1874 it had increased 
to 34,412,010. The Government revenue had increased from 52 
millions sterling in 1844, to 77 millions in 1874. The exports of 
British produce had increased from 58 millions to 29,239 millions 
sterling, and the imports for home consumption from 75 millions 
to 368 millions sterling. A still more decisive proof would be 
given of the prodigious development of the productive powers of 
England during this period, if the report had furnished some accu- 
rate statistics as to the increase of steam-engines and of labor- 
saving machinery. What is important to our present argument is 
the fact that the financial and industrial growth of Great Britain 
is giving more stability to that part of her financial machinery 
which was in former years so disastrously sensitive to the periodi- 
cal effects of frequently recurring panics. There is another view 
of this question which merits a more profound analysis than is 
possible in this place. We refer to the central position in the 
republic of commerce and finance which England has so long occu- 
pied with honor to herself and advantage to other countries. Since 
the suspension of specie payments at the beginning of*the war, 
England has become the Clearing-House of the commercial and 
financial world. The immense amount of capital whose movements 
thus center in London, is a factor which must be taken into all 
our estimates of the growth in late years of the financial sys- 
tem of Great Britain. Moreover, the actual British trade with 
other nations has received considerable expansion of late years. 
We find an illustration of this in the admirable paper of Mr. 
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Stephen Boyrne, read before the London Statistical Society, 18th 
May, 1875. From Mr. Bourne’s figures we compile the following 
tables, showing the rapid growth of British commerce since the 


year 1854: 
IMPORTS OF GREAT BRITAIN, 1854 TO 1874. 


Country from 
which imported. 1854. 1859. 1864. 1869. 1874. 
£291795;000  £34,294,000 £17,924,000 £ 42,573,000 & 74,109,000 
41252,000 .. 13,548,000 .. 14,713,000 .. 16,675,000 21,404,000 
3»879,000 .. 3,530,000 .. 5,099.000 .. 6,354,000 .. 10,978,000 
2,808. «+ 2,648,000 .. 1,844,000 .. 2,301.000 .. 3,903,000 
+ 10,489,000 .. 15,150,000 .. 18,354,000 .. 19,973,000 
7,053,000 .. 81,766,000 .. 13,059,000 .. 15,810,000 
B ps2 poed «+ 6,411,000 .. 9.391,000 .. 14 937,000 
ye one ,000 .. 25,896.000 .. 33,662,000 .. 46,692,000 
1, ++ 2 739,000 .. 3,407,000 ..  4,696.000 
7:727,000 .. 13,194,000 .. %3.090000 .. 12,850,000 
2,583,000 .. 2,693,000 .. 3,998,000 .. 3,599.000 
t. 3,821,000 .. 6,306.000 .. 9,060,000 . 6,579,000 
Egypt. 6, +. 8,572,000 .. 19,602,000 .. B 796coo ~.. 10,468,000 
eee ° -. 2,829,000 .. 7,021,000 .. 7,312,000 .. 7,020,000 
Chili oe -+ 1,970,000 .. 3,162,c00 .. 3,635,000 .. 4,693,000 
r -+ 1,645,000 .. 2,655,000 .. 3,992,000 .. 4,490,000 
China and Hong Kong. ++ Q,014,000 .. 15,549,000 .. 9,903,000 .. 11,916,000 
Other 6 ++ 7+749,000 .. 12,366,000 .. 11,764,000 .. 14,734,000 


Total foreign £ 139,708,000 £184,090,000 £225 326,c00 ££ 288,851,000 
British North America.. £7,192,000 ..£5,474,000 ..£6,851,000 ..£7,735,000 ..£ 11,772,000 
West Indies 6,181,000 .. 5,678,000 .. 9,447,000 .. 6,175,000 .. 6,401,000 

4:302,000 .. 5,835,000 .. 10,039,000 .. 12,147,000 .. 18,519,000 

In sesseee 12,974,000 .. 18,007,000 .. 57,539,000 .. 39,308,000 .. 37,478,000 
Mauritius and S. Africa 2,369,000 .. 3,324,000 .. 3,566,000 .. 3,393,000 .. 5,333,000 
1,131,000 .. 1,156,000 .. 3,420,000 .. 1,376,000 ... 1,871,000 


Total British possessions£ 34,149,000 £39,474,000 £90,862,000 £70,134,000 . -£ 81,374,000 


4 152,389,000 £179,182,000 £274,952,000 £295.460,000 £ 370,225,000 
* Including colonial possessions. 


_ Exports OF GREAT BRITAIN, 1854 TO 1874. 
Country to 
which exported. 1854. 1859. 1864. 1869. 


United States..........£22,333,000 £24,418,000 £ en £ 26,788,000 
i 74,000 .. 6,359,000 .. 6 + 9,654,000 


Sweden and Norway... 1,093,000 .. 1,424,000 .. 2,249,000 .. 2,503,000 
Denmark 1,611,000 .. 2,222,000 .. 2,271,000 
+ 16,059,000 .. 24,824,000 .. 32,072,000 

91353000 .. 15,019,000 .. “+ 19,504,000 


3»703,000 .. 5,980,000 913,000 
9,600,000 .. 23,860,000 .. 23,340,000 
1,795,000 .. 2,759,000 .. 2,297,000 
41720,000 8,007,000 .. 5,100,000 
4/392,000 .. 6,935,000 .. 7,240,000 
4,808,000 .. 7,899,000 .. 8,258,000 
2,547,000 .. 6,196,000 .. 8,073,000 
3,841,000 .. 6,369,000 .. 7,121,000 
1,510,000 .. 1,720,000 .. 2,044,000 
6,000 .. 1,355,000 .. 1,430,000 
++ 49587,000 .. 4,988,000 .. 9,241,000 
6,115,000 .. 6,430,000 .. 12,020,000 .. 11,529,000 


— ——_—__— 


Total foreign. £79:447,000 £108 053,000 £158,660,000 £ 187,378,000 


British North America.. £5,481,000 ..£3.966,000 ..£ 6,268,000 
West Indies 2.213,000 .. 2,387,000 .. 4,039,000 
Australia. 13,405,000 .. 12,495,000 .. 12,924,000 
10,575.000 .. 22,937,000 .. 24,629,000 
Mauritius and S. atten 1,386,000 .. 2,627,000 .. 3,055.000 
Other....... boslecwaueds _3+344,000 «+ 3,228,000 .. 3,013,000 
Total British possessions £36,374,000 447,640,000 £53,928,000  £ 49. € 637,000 


Total.............£1%5,821,000 £155,693,000 £ 212,588,000 >» hese 37,015,000 
* Partly estimated, where goods of foreign production are included. 
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As might have been expected the panic has seriously impaired 
the profits of the London joint-stock banks. These institutions 
were responsible for many of the evils which brought on the trou- 
ble. It was natural, therefore, to anticipate that they would suffer 
heavily. The Zconomist, of 7th August, says on this point: “The 
revelations of the last few months had quite prepared the public 
to find that consequent on the failures between March and July of 
numerous large houses—the most conspicuous being the Aberdare 
Iron Company and Alexander Collie & Co., of Manchester—the 
joint-stock banks and the discount companies had sustained losses 
of a magnitude which would render necessary reductions of divi- 
dend and reductions of reserve. The official reports exhibit, in 
great measure, the extent of these reductions. The figures set forth 
amount to close upon a million sterling as regards nine of the 
banks and discount companies included in the following table; 
and, of course it is to be remembered, that it is almost impossible 
to ascertain at the outset the real extent of loss arising under such 
exceptional circumstances. 


LoNnDON JoINT-STocK BANKS AND DiscouUNT COMPANIES—SUMMARY OF 
PROVISION MADE FOR BAD DEBTS, JUNE 30, 1875. 


: Paid Taken 
Dividend first half of less as Srom 
1874. 1875. °75 less. Banks. Dividend. Reserve. Total. 
pc.p.a. pcp.a. pcp. & 4 & 
10 .. London and Westminster. ..100,000 . 400,000 . 500,000 
+ 22,000 . 52,000 


" 5 y vi - 65,000 - 100,000 
s - 29,000 . 35,000 
8 


Ba 8,000 . 27,000 . 35,000 
16. - 75,000 . 130,000 


618,000 852,000 
-- National Discount......... - 104,000 . 128,000 . 
. United Discount pais 1,500 


259,500 722,000 981,500 

“The special circumstance in connection with these losses has 
been the discovery of a most astute and extensive system of ac- 
commodation bills kept in circulation by some of the largest of 
the failed houses—the greatest offender being Alexander Collie & 
Co., East India merchants, of Manchester and London. The plan 
of this house, it appears, was to affiliate with it a large group of 
houses upon whom it drew bills, which were made to bear every 
appearance of ordinary trade bills; and it then passed off these 
bills to the discount brokers, by whom they were deposited as 
security for advances mainly with joint-stock banks. At the meet- 
ing on 21st July of the National Discount Company, the chairman, 
Mr. Matthew H. Chaytor, said: ‘They were aware that the largest 
losses had been made through Alexander Collie & Co., of Man- 
chester and London. It had been objected to the directors that 
they did too large a business with Messrs. Collie. He had to say 
that Mr. Collie’s account had been open for seventeen years, and 


14 
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the amount of transactions with him had been very large indeed. 
He had never seen an acceptance of Mr. Collie’s, though he had 
seen his name as a drawer of bills. The amount they had under 
discount for Collie & Co. was large, but it was spread over fifty- 
seven different houses, and in no case was the amount of each 
more than £10,000. It was almost incredible that so wide-spread 
a conspiracy should exist among men of high commercial position. 
Of the fifty-seven houses twenty-two had failed, and it was now 
clear that in several of these cases Collie’s bills had been accepted 
for a mere commission.’ The statement made by Mr. Chaytor was 
in substance the same as the statements made at the meetings of 
the joint-stock banks. 

“Three general conclusions seem to be unavoidable: First— 
The banks allow too high rates on deposits, and hence place them- 
selves under the strongest temptation to avoid loss or make profit 
by taking inferior bills. Moreover, these high rates attract to the 
banks too large a. proportion of the floating capital of the country. 
Second—The banks in mere self-defense should abandon the tra- 
ditional plan of following the Bank of England minimum in fixing 
the allowance on deposits. Third—The machinery of the joint- 
stock banks for managing the enormous sum of nearly one hundred 
millions of deposits held by them requires to be enlarged, strength- 
ened, and improved, if disasters are to be avoided.” 

Of course it is easy to see that the business of the Clearing- 
House would be very likely to suffer. On examination, we find 
that this is so. The reports of the Clearing-House during the 
period under review are as follows: 

Increase + or 
Decrease — in 
Week ending 1875. 1874. 1875. 
£107,727,000 £124,851,000 417,124,000 
120,313,000 91,072,000 29,241,000 
122,589,000 28,590,000 
107,477,000 33475,000 
116,590,000 31,766,000 


leit 


139,869,000 119,118,000 
94,052,000 102,340,000 
119,503,000 141,751,000 
91,297,000 83,795,000 
114,046,000 129,654,000 
92,950,000 98,230,000 
125,397,000 136,269,000 
97,705,000 

134,436,000 

116,081,000 

111,837,000 

135,605,000 

9,550,000 


20,751,000 
8,288,000 
22,248,000 
7,502,000 
15,608,000 
5,280,000 
10,872,000 
1,935,000 
27,182,000 
3,295,000 
10,258,000 
13,066,000 
6,033,000 


PP EP Ebb d dei dt 


£95,812,000 


Total.......£1,400,565,000 "£1,496,377,000 


The conclusion would, therefore, seem unavoidable that the 
recent scare has contracted business in Lombard street, whatever 
has been the general effect throughout the country. Hence the 
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abundance of money and scarcity of bills which are increasingly 
noticeable. The diminution is not occasioned by a falling off in 
business on Stock Exchange settling days, which, on the contrary, 
has rather increased, viz.: 
Stock EXCHANGE SETTLEMENTS. 
° Increase + or 


Decrease — in 
1875. 1874. 1875. 


March > —& se »778,000 449,390,000 413,388,000 
April of 48,510,000 37,075,000 11,435,000 
42,250,000 40,612,000 1,638,000 

May 41,258,000 44,812,000 31554,000 
3 38,530,000 42,103,000 3»573,000 

June 49,371,000 ay 500,000 135,000 
3 40,198,000 775,000 »5 77,000 

July 41,556,000 44,233,000 2,677,000 


£346,45 1,000 £341,506,000 44:945,000 


We have said that some aspects of the London panic have 
not as yet been discussed by English writers. There has, how- 
ever, been no lack of discussion of the general subject. One of 
the best of the numerous communications that have been published 
on the monetary troubles is the following, which appeared in the 
London Zimes, 20th July. The facts stated in it are as worthy 
of consideration here as abroad: 

“The great failures which occurred at the end of May were 
referred to at the time by a writer on monetary matters as ‘the 
scare.’ Perhaps it might now be profitable to reflect somewhat 
more seriously on the long list of failures which have been 
announced during the past two months. The bank returns are 
now good, and capital is abundant; the investigation, therefore, 
may be thorough and honest without any fear that telling the 
whole truth may help to create a panic. During the period I 
have noted down the failures as they have been announced. My 
list may not include all the failures, but I find that I have the 
names of 23 firms who have failed for sums of over £100,000 
each, and the sum total of these announcements is £18,553,000. 
I have also the names of five firms whose liabilities were undoubt- 
edly very large, but the amounts have not been published. It 
will not be an excessive estimate, therefore, if we state the impor- 
tant failures of the past two months at £20,000,000. Of course 
a large proportion of this—probably one-half—is nominal, but that 
will leave the sudden and heavy loss of ten millions to be borne 
by the banking and trading communities. 

“Each great monetary crisis has had its distinguishing feature. 
The recent scare may be described as ‘the kite-flying collapse.’ 
Bills of exchange, adroitly distributed over most of the banks of the 
three kingdoms, have been found to be fictitious, in that they were 
only nominally drawn for ‘value received.’ In some cases they 
have been drawn so as to be very designedly deceptive, for the 
shipping marks, purporting to be copied from the bills of lading, 
have been set forth on the bills of exchange, when, in reality, 


LI} t dl b+++ 
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there have been no shipments whatever. This would appear to 
be a legal way of obtaining money under false pretenses. On the 
other side of the Channel, such an act would be criminal; and, 
when it is remembered that the French are perfectly free from the 
class of failures which have so discredited us, is not the cause 
mainly to be attributed to the fact that with them a lie on the face 
of a bill of exchange is legally a fraud? I have heard how several 
firms of the highest respectability have lent their names to ficti- 
tious paper; but they would have been the last to commit the 
act if the laws had made it guilty as a robbery or forgery. Nor 
can the law which allows merchants to trade under other names 
than their own be defended. Men without means succeed to busi- 
nesses of world-wide repute. The style of the old firm is retained, 
although its partners are long since dead, and thus bankers, bill- 
brokers, and distant correspondents are very frequently misled. I 
am aware that some of the very best houses still trade under old 
names, bnt such would be no losers by altering a practice which 
is forbidden abroad, and which here is the plan by which men 
who have no capital frequently get credit. The bankers, however, 
have mainly to thank themselves for their recent heavy losses. 
The practice of forcing so much of their money on the discount 
market has given the greatest encouragement to the manufacture 
of fictitious paper. Inthe balance sheets of the banks, money lent 
at call to the brokers is very frequently classed under the head of 
cash, whereas it is simply money lent on the security of bills, and 
cannot be in any sense cash in hand. It was this practice, on 
the part of the banks, which, during the greater part of 1874, 
caused the market value of loanable capital to be a-half to 1 per 
cent. below the minimum bank rate. We see the result in the 
recent failures. Had the banks maintained larger cash reserves, 
they would not have been losers in interest, as they would have 
got higher rates for the money lent in their own businesses. 
This brings me to the most important consideration of all, viz., 
the low point at which the bankers’ balances in the Bank of 
England have been maintained. By the Parliamentary paper 
stating the Bank returns for 1873, we know that the average 
amount of the bankers’ balances with the Bank of England for 
that year was £8,536,000. This sum constituted the only real 
banking reserve for all the banking liabilities, other than those 
of the Bank of England, of the United Kingdom. Those liabili- 
ties for March, 1873, were estimated by Mr. Palgrave to be over 

500,000,000. The insufficiency of this reserve is indeed alarm- 
ing, and it is to be hoped that the great banks are now awak- 
ing to a sense of this. The ‘Other Deposits’ in the Bank 
of England (under this heading the’ bankers’ balances are 
included) have increased from £17,000,000 on the 19th of May 
to £ 26,000,000 by the last return. Allowing £3,000,000 for the 
usual increase from the dividend money, the return indicates an 
increase of £6,000,000 in the bankers’ balances during the two 
months. Happy will it be if the lesson of the scare of 1875 
shall save our great banking companies from working with insuf- 
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ficient reserves, and thus, sooner or later, bringing down upon 
themselves and the country a monetary crisis far more disas- 
trous than any we have yet experienced.” 

On this communication our contemporary has some timely 
remarks. He supports the views we have several times expounded 
of late on the subject of the reserves of the Bank of England, 
and urges the obligation of every bank which receives deposits 
to be at the expense of providing the cash reserves needful to 
protect its own solvency. 

This is in direct opposition to the views of the joint-stock 
banks. They contend that the Bank of England is bound to keep 
‘enough coin reserve for the whole system of banks that are its 
rivals in business. It is the “ Bankers’ Bank” they say, and con- 
sequently it is under an obligation to help with its reserve any of 
its neighbors who may, in a crisis, run short of reserve. The 
Times discusses this claim as follows: 

“The bank cannot be expected to keep an undue proportion of 
idle money for other people’s use when they get into difficulty 
through their own imprudence. The Bank of England reserve is 
now larger because the reserves of the other banks are larger. 
They have been frightened into augmenting their reserves, and 
have to bear their due share of loss, which is as it ought to be.. 
At the shareholders’ meetings which have yet to be held, it may 
occur to some one to recommend the managers of banks to show 
less zeal in future in placing out at call all the money they dare 
not lend except for very short periods. The losses which some 
institutions have made through paying more attention to the busi- 
ness of lending their surplus balances than to the examination of 
the security upon which they were lent, will swallow up more than 
the interest upon the “call money” that has been scraped 
together for years past. Bank management which strives in all 
conditions of trade to pay the same high dividend will find in the 
long run that there is no escaping the penalty of defying the 
universal law of compensation. ‘The banks which have been try- 
ing to make the biggest profits have suffered the heaviest losses. 
Some minor institutions have been congratulating themselves that 
the late failures have not touched them. One of the reasons is, 
although they are perhaps not aware of it, that they were luckily 
too small for such gigantic operations as the Collie and Aberdare 
financing involved. If we are not mistaken, it was no fault of 
their own that one or two of them are not ranking as creditors 
upon the estates of the two largest concerns which have become 
bankrupt, and, while congratulating them on their narrow escape, 
we may hope that in future no monetary institution will trust so 
much to one name, or will be so eager to leave every penny it 
does not want at the moment out at interest.” 

We will close with one further extract from an eminent English 
writer, whose name is familiar to many of our readers. In reply 
to a request that he would express his views of the recent credit 
crisis in England, Professor Bonamy Price has furnished the fol- 
lowing letter, addressed to the /vdianapolis Sentinel: 
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“The question you put to me has reached me to-day. I send 
you the best answer I can make to it with the information now 
at my disposal. The half-crisis in the London banking market 
has obeyed the universal law of all crises. There has been, first, 
a destruction of capital, and then, secondly, a scare in the bank- 
ing market. Who is to bear the losses ? 

“1, Wealth has disappeared chiefly in matters connected with 
the iron trade. Bad business has been going on for a long time. 
The iron made has far from reproduced the capital which it cost 
to make; and capital not reproduced after its consumption means 
impoverishment, diminution of actually existing wealth. There has 
been a large consumption of food, clothing, materials and tools by 
the workers in iron; the iron produced has not fetched back 
equivalent corn from America, wool and cotton from divers coun- 
tries, meat and butter from England, and so on. The nation is 
poorer, fewer things in it, smaller means for sustaining future 
industry. This waste had been going on for a long time undis- 
covered. Houses engaged in some other trades had run a similar 
career. Business ended in losses, which must never be regarded 
as a diminution of money, but of goods, of wealth, which money 
only places in different hands. 

“2, Then came the day of discovery, the day of settlement and 
alarm. The firms which had continued on these operations stop- 
ped at last; and then the banking community found itself loaded 
with pieces of paper, bills, which it had imagined could command 
the money expressed upon them. This was a revelation of noth- 
ing short of bad banking. Agitation and alarm immediately sprang 
up. Who would have to bear the losses, and to what extent 
would they run? It was discovered that there had been clever 
machinery at work, by which penniless people had put two or 
more names to worthless bills, drawing upon one another without 
any property to pay the sums they were pledged to, and then 
had contrived to get these bills discounted by a considerable 
number of banks—that is, had sold these bills to these banks and 
obtained the money for them. The banks had been overreached. 
They had not had the wit to perceive that these were bad bills, 
with worthless names upon them, and, as is alleged, palmed upon 
them by clever rogues. The banking world then felt very uneasy. 
How far was the revolution to proceed? How many of the bills 
discounted by bankers and bill brokers would prove to be worth- 
less pieces of paper? We were very near upon a real crisis; but 
the mischief stopped short of one, because tt was gradually per- 
ceived that the loss fell upon banks able to bear it, and not 
likely, by failing themselves, to extend the agony as to how many 
persons who had given credit to others would have no chance of 
being repaid. The banks have been very smartly bit by their 
eager, reckless, and bad banking. Then the evil ended in the 
money market, and alarm calmed down. The loss of capital to 
England, caused by the consumption of wealth in the iron and 
other trades, which was not replaced by goods of equal value 
produced, remains; time alone can cure that.” 
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THE REPORT OF THE FOREIGN LOANS COMMITTEE. 


The increasing demand for several descriptions of American 
securities in Europe gives importance to the report of the Com- 
mittee of the British Parliament on: Loans to Foreign States, which 
was presented on the 30th of July to the House of Commons. 
This document comprises the investigations of several months and 
is very elaborate. It gives an account of several loans made to 
the Republic of Honduras, to San Domingo, to Costa Rica, and 
to Paraguay. The general deductions of the Committee from the 
facts are these: First, “that the agents who introduced the loans 
to the public seem to have been regardless of the financial 
resources of the borrowing State; second, that the resources of the 
States whose loans were investigated by the Committee would 
have been found inadequate to meet the liabilities incurred; third, 
that in all the loans but one brought before the Committee the 
borrowing governments have repaid no part of the indebtedness 
incurred in respect to these loans except from the proceeds of the 
loans themselves.” 

The first half of the report is taken up with an examination of 
the causes which have facilitated the floating of such loans. Part 
of the blame is attributed to the Stock Exchange, whose inquiries 
are too superficial into the circumstances or conditions of new 
loans, the truthfulness of the prospectus, or the solvency of the 
borrowing State. The Committee say, however, that “the princi- 
pal cause, compared with which all others sink into relative insig- 
nificance, is undoubtedly the means employed in order to induce 
the public to apply for a loan. A clear and striking delineation 
of these proceedings may be found in the evidence of Mr. Scott, 
and the counter testimony of Baron Erlanger and Mr. Albert 
Grant. This is the method of proceeding. In some cases it is 
certain, in others probable, that a loan, if simply advertised and 
left to the judgment of the public, will fail. The problem which 
the class of financiers to whose operations attention has been 
principally directed have undertaken to solve is, given such a loan, 
to provide that the whole of it shall be subscribed for. Before 
the loan is advertised a secret agreement is entered into between 
the agent or contractor for the loan and one or more persons of 
capital and influence, who if numerous are called a syndicate, to 
take such portion of the loan as is deemed necessary, on terms 
much more favorable than those on which it is to be offered to 
the public. Sometimes a portion of the loan is taken ‘ firm,’ that 
is, the transaction is final and complete; but sometimes terms are 
introduced by which the syndicate or contractors may throw back 
their liability on the borrowing State. When these arrangements 
are concluded the loan is advertised. The period between the 
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advertisement and the allotment is the opportunity of the syndi- 
cate or contractors. Although no scrip is in existence, they con- 
trive by purchases and concerted dealings on the Stock Exchange 
to raise the loan to a premium, and this premium is maintained 
at any cost till the period of allotment is over. As the loan is 
issued at a fixed rate, and is kept at a premium, there is a clear 
profit to the allottee, and many persons subscribe only with the 
view of realizing this profit. Others, less versed in the mysteries 
of the Stock Exchange, subscribe with a view to hold the loan, 
being influenced by the fact that it is above issue price, a fact 
which can only be accounted for, as they think, by the belief of 
the public that they will not be able to obtain any considerable 
allotment, that the price of the loan will consequently rise, and 
that it is better to make sure of obtaining what they want by a 
moderate sacrifice than run the risk of having to pay more when 
the loan has once been allotted. 

“The next is to forward a certificate to the Committee of the 
Stock Exchange that the whole loan has been unconditionally 
allotted, and is in the hands of the public. By these means, a 
quotation on the Stock Exchange is procured, and the operation 
of floating the loan is completed. Then comes the reverse of the 
process. Those who have hitherto, as above described, been pur- 
chasers now become sellers; if possible, the premium is maintained, 
and thereby a profit secured to them. But, owing to the favor- 
able terms on which the issuing of the loan has been contracted 
for, the stock may be sold at a discount and yet yield a consid- 
erable profit. The position is still more favorable when, as in the 
case of the Paraguay and Second Costa Rica loans, the agents of 
the respective Governments have authorized the buying back for 
their account any portion, or even the whole of the loan at the 
issue price to the public. Your Committee are informed that the 
essence of this operation is profound secrecy. Of course opera- 
tions, the intention and effect of which are to tempt people to 
buy scrip by creating an artificial price, must be carefully con- 
cealed from those who may not unreasonably be called the vic- 
tims. It was stated to your Committee that, if a law were passed 
making the action of syndicates public, it would drive all transac- 
tions in public loans to foreign countries. Your Committee do not 
hesitate to say that, if these are the only terms on which the 
profits arising from such loans can be retained in England, they 
will be too dearly earned at such a price.” 

The Committee then proceed to show that the Stock Exchange 
is a body whose constituents and surroundings are not compatible 
with the judicial candor and impartiality which are indispensable 
for its functions as an arbiter of foreign loans. The Committee 
argue this point with great force, and contend that the evils may 
be met by legislation. Their report concludes as follows: 

“Your Committee have carefully considered the bill for the 
compulsory registration of foreign loans, and have examined two 
members of the House, whose names are on the back of it. 
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They do not think that it will be expedient to. proceed further with 
the measure. Registered documents are seldom inspected until the 
mischief against which they might have guarded is done, and are 
more useful in furnishing weapons for litigation than safeguards 
against loss. To declare unregistered documents to be null and 
void, would be certain to produce much confusion and injustice ; 
and yet, without such a provision, persons entering into question- 
able contracts and combinations would run the risk of actions or 
penalties rather than disclose matters which they have the great- 
est interest to conceal. It is, besides, easy for such persons to 
transport themselves beyond the jurisdiction of English Courts, as 
the evidence taken before your Committee proves. Your Com- 
mittee prefer to trust to the plan of requiring certain matters to 
be stated in the prospectus, which appears to afford the best 
security for full disclosure which the case admits of. The Com- 
panies Act of 1867 affords a precedent for requiring certain things 
to be stated in the prospectus, and for making false statements or 
willful omissions a ground for a civil action. This principle might 
be applied in the case of a prospectus for a foreign loan. 

“They think the prospectus should state (among other things): 1. 
The authority from the borrowing State. 2. The public debt of the 
State. 3. The revenue of the State for the preceding three years. 
4. In case of special hypothecation, a full statement of the revenues, 
lands, forests, public works, or other property upon which the 
proposed loan is secured, and of prior charges, if any, upon such 
security. 5. A statement that no part of the proceeds of the loan 
is to be applied in buying back any of the stock, or (as the case 
may be) the amount, if any, which the borrowing Government 
reserves to itself the right to repurchase and cancel. 6. The 
funds out of which the interest is to be met during the next five 
years. 

“Your Committee have been much impressed, in the course of 
their inquiry, with the great importance of the functions exercised 
by the agent or contractor for a foreign loan. Considering that 
in several of the cases which they have examined there has been 
something closely resembling repudiation, based upon the alleged 
misconduct of the agents in this country, they cannot escape the 
conviction that the proper discharge of these duties is a matter of 
importance, not only to the subscribers, but to the nation at large. 
They submit to the wisdom of Parliament, whether it is proper 
that an office, on the due exercise of which depends in no small 
degree our good understanding with the borrowing country, and 
our reputation for honesty and good faith, should be exercised by 
any person who may choose to undertake it, or, worse still, to 
whom the representatives of some petty or insolvent State may 
choose to intrust it. 

“In conclusion, your Committee feel bound to express their 
conviction that the best security against the recurrence of such 
evils as they have described will be found, not so much in legis- 
lative enactments as in the enlightenment of the public as to 
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their real nature and origin. Your Committee hope that the his- 
tory of the foreign loans embodied in this report will tend to 
enlighten the public, and to render it more difficult for unscru- 
pulous persons to carry out schemes such as those which, in the 
cases on which it has been the duty of your Committee to report, 
have ended in so much discredit and disaster.” 


THE ORGANIZATION OF CREDIT BANKS. 


BY W. T. THORNTON. 


Credit Banks* may be described as coalitions of artisans or 
handicraftmen formed for the purpose of borrowing, on their aggre- 
gate credit, money to be subsequently lent to individuals amongst 
themselves. Each associate is required to be an able workman, 
and in employment sufficiently regular to insure his being able to 
contribute, by periodical subscriptions, a prescribed share of the 
requisite capital. Each associate, too, renders himself liable for 
the debts of the association to the full extent of his private 
property, and though of such property no single associate may 
possess more than a very. small quantity, almost every one pos- 
sesses some little, and, “many littles making a mickle,” a sensible 
amount is the result, upon the joint security of which amount, 
and of the share and reserve capital of the bank, whatever sum is 
obtained on loan becomes available for distribution on loan 
among the separate shareholders. No loans, however, are made 
except to shareholders, or to any even of these excepting such as 
are of recognized worth, moral and industrial, or even to them ex- 
cept for the purposes of their several occupations, and that only 
on a scale commensurate with their ascertained requirements, or 
in general for periods of more than three months, or, if the loan 
be more than half as much again as the borrower’s share in the 
capital, without material security or personal sureties. Then the 
entire net profits of the first year, and a certain percentage 
of those of succeeding years, are set apart in order to form, 
together with the entrance fees of members, a reserve fund to 
meet emergencies. -In this way the risk is rendered exceedingly 
small, and, in comparison with the security, so small that in prac- 
tice capitalists are found ready enough to lend ten times the 
amount of the paid-up capital, which is the utmost that Credit 
Banks can borrow without breaking their own laws. The interest 
they have to pay does not usually exceed 4% per cent. The 
rates at which they lend vary from 61% to 14% per cent., the 

* This account of the Credit Banks forms part of the Fourth Book of Mr. Thornton’s 
instructive essay on ‘‘ Labor; its wrongful claims and rightful dues.” The solution of the 
disputed problems of labor and capital lies, according to this author, in the establishment of 
a closer alliance between the moneyed class and the Ltoring class. One of the means devised 
in some countries for promoting such an_ alliance is the establishment of Credit Banks. This 


peculiar point of view from which Mr, Thornton discusses the Credit Banks must be kept in 
mind in our estimation of the force of his argument. 
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highest of which may seem moderate to men among whom, ac- 
cording to M. Morier, before they joined the association 60 per 
cent. was a common borrowing rate, and 7oo per cent. one not 
unheard of. 

These are the outlines of a system the conception and elabo- 
ration of which are due solely to M. Schulze Delitzsch, and do 
high honor to their distinguished author. Not the least among its 
merits is the provision it makes for the solidification and amplifi- 
cation of its own basis. It is ordained that the amount for which 
credit is pledged shall from the outset not exceed a certain pro- 
portion to capital, and a course is marked out, continued adher- 
ence to which will gradually lessen and eventually obliterate that 
proportion, and do away entirely with the necessity for resort to 
credit. According to rule, the realized capital of one of M. 
Schulze’s banks is never to be less than ro per cent. of the whole 
trading capital, is to be raised as rapidly as possible to 20 or 25 
per cent., and is ultimately to reach a maximum of at least 50 
per cent. There is, however, no reason for its stopping there. It 
might be left to go on increasing until it becomes cent. per cent., 
when realized capital and trading capital would become one and 
the same thing. In regard to solidity, the system would then ap- 
proach very nearly to perfection. Neither for this would it be nec- 
essary for the shareholders to make any extraordinary efforts or 
sacrifices. They would not have to increase their subscriptions 
proper beyond what might otherwise have been requisite. They 
would simply have to content themselves for a time with divi- 
dends at the current rate of interest on their paid-up shares, and 
to allow all surplus profits to go toward augmentation of the 
reserve fund. Neither would they have to do this for a very. 
lengthened period. The profits of the business done with the 
share capital would suffice of themselves to pay ordinary interest 
on that share capital, so that the entire net profits of the borrowed 
capital would remain available for other appropriations. These lat- 
ter profits, it may be presumed, would be at least 3 per cent. and 
increasing, as if applied in the manner supposed they would do, 
at the rate of arithmetical progression with compound interest 
superadded, they would require little more than twenty years in 
order to accumulate into a sinking fund of equal amount with 
the loan from which they had been originally derived. When this 
was done all danger of insolvency would be absolutely eliminated. 
What had begun as a Credit Bank would have been con- 
verted into an institution whose business would consist in making 
loans to its shareholders out of their own money, and which would 
possess consequently a stability that no imaginable defalcations on 
the part of individual customers could jeopardize; while at the 
same time the bank’s constituent shareholders, in return for their 
temporary abstinence and self-denial in allowing the bank’s capital 
to attain full development, would be abundantly rewarded by the 
regular and largely enhanced dividends on which they might 
thenceforward reckon with absolute certainty. 
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It is needless to insist on the value of a system which in an 
incredibly short space of time has spread its ramifications over the 
whole face of Germany, and which is already placing at the com- 
mand of labor 20 millions sterling worth of material aids to self- 
employment. Such rapid progress, and such visibly beneficent 
efficacy, are its best and sufficing eulogists. It is important, how- 
ever, to note distinctly both in what the utility of the system con- 
sists, and what local peculiarities of circumstances have favored its 
development. In Germany the industrial ascendency of large over 
small capitals is much less decided than in this country. Factory 
labor has not there, nearly to the same extent as here, supplanted 
domestic labor. In every department of production, Germany still 
retains a considerable number of independent workmen doing 
business on their own account. These are the chief constituents 
and chief customers of the Credit Banks, and almost the sole cus- 
tomers also of what in Germany are called “raw material associa- 
tions,” the object of which, as may be inferred from their name, is 
to purchase materials in large quantities for distribution at low 
prices among small producers. From each of these classes of in- 
stitutions they derive assistance of the kind which they most need, 
the former permitting a poor artisan or handicraftsman to borrow, 
on nearly as good terms as the largest manufacturer, as much 
money as he can be safely trusted with for the purpose of his 
calling, the latter offering to him equal facilities with his richest 
rivals for providing himself with industrial necessaries in the 
cheapest market. The benefit hence accruing would be very great 
if it consisted simply in enabling small masters and master work- 
men somewhat to prolong the contest in which they are engaged 
with large employers, and gradually to prepare for succumbing 
eventually to ‘their antagonists instead of being crushed sud- 
denly; but the benefit will be incalculably greater if they avail 
themselves of the respite allowed to them individually to com- 
bine together in genuinely co-operative societies, and so to 
qualify themselves for maintaining the contest indefinitely, and 
retaining their industrial independence permanently. Now it is in 
the opportunities which it affords for doing this that the great 
merit of M. Schulze’s system seems to me to consist. In Ger- 
many, as elsewhere, the ultimate doom of small production is, 
perhaps, irrevocably sealed. There no more than elsewhere will 
it be possible for industry on a small scale to make a permanent 
stand, at least in the majority of manufacturing operations, against 
the advantages which the possession of superior machinery, more 
minute division of labor, and more economy of superintendence 
give to the large capitalist. Opposed by such odds, it must needs 
be overpowered at last, and, unless it enlarge its own dimensions, 
the utmost that M. Schulze’s or any other system can do for it is 
to break, by postponing, its inevitable fall. But with the help of M. 
Schulze’s system, it may have both time and means for enlarging 
itself—for growing by aggregation from small to large production, 
and, what is more essential than all else, into larger production 
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invigorated by the exceptional energy which belongs to co-operation ; 
for, though the immediate object of Credit Banks be to assist 
the shareholders in separately maintaining their industrial positions, 
it affords them at .the same time much of the particular education 
required to fit them for industrial association. By being brought 
together for a common purpose, the shareholders acquire some- 
thing of the fellow-feeling and public spirit which fellowship for 
worthy ends seldom fails to engender. From the profits of their 
banking ventures they obtain, both in their collective and in- 
dividual capacities, the funds indispensable for their engaging in 
further collective enterprise. ‘The share they are called upon to 
take in administration elicits their administrative talents. Referring 
to this last point, Mr. Morier describes the German credit societies 
as “small democratic republics, in which the entirety of the citi- 
zens not merely control the management of their affairs, but them- 
selves manage them, business knowledge and business habits be- 
coming thus generally diffused, and a body of business men being 
trained up within the association,” ready either to take the places 
of vacating managers, or to occupy corresponding places in any 
class of industrial association. 

Of the perfect suitableness of arrangements like these to the 
industrial circumstances of Germany there can be little question, but 
it by no means follows that they would be equally well adapted 
to the very different circumstances of the British Islands. Very 
few of our workmen are independent in the sense of being their 
own employers, and the few that are would not greatly improve 
their industrial prospects by borrowing, if they should be able so 
to borrow, on their collective credit, for the purpose of extending 
their respective undertakings. The number of large employers, and 
also the disparity between their resources and those of inde- 
pendent workmen, are already too great, and are too rapidly 
increasing to leave to the latter any chance in direct competition 
with them. What enables small masters and petty dealers tem- 
porarily to hold their ground amongst us is the share they retain 
of the custom of the comparatively poor, and even this custom is 
being continually encroached upon by the operations of large 
traders. The ascendency of large capitalists, besides being firmly 
fixed, is too far advanced not to go on advancing. If small capi- 
talists would not be overborne, the only resource. open to them is 
one already frequently adverted to. They must make their capi- 
tals great by association, and reinforce association by co-operation. 
But even then, and however many co-operative societies had 
sprung up in consequence, there would be still little more place 
in this country than before for Credit Banks analogous to those 
of Germany. Such of the co-operative societies as had thriven 
would not require the aid of the banks, and to such as were still 
in their infancy it could not be prudently given; neither could the 
latter, which alone would have any motive for establishing Credit 
Banks, be able to provide the requisite means. Requiring all and 
more than all the money of their own which they could scrape 
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together for the prosecution of their own proper business, they 
would have none to spare for investment in banking business. 
There would therefore be no paid-up shares to serve as securi- 
ties for loans, neither would a cautious capitalist be likely to 
regard the collective credit of many penniless societies, all equally 
eager to borrow, as much better security than that of any one of 
them separately. Nor again, “even if this preliminary difficulty 
were got over, and a bank were actually established, could there 
be much doubt as to its fate, which indeed has been recently fore- 
shadowed by the sudden decease, after a brilliant but brief career, 
of the “Credit au Travail” of Paris. No very different end 
could well be in store for a bank, without other customers than 
industrial associations that could not become customers without 
violating one of the most vital of their constitutional principles. 


ALBERT GALLATIN ON THE SILVER COINAGE. 


In the time of Albert Gallatin a discussion arose about the 
relative fluctuations of gold and silver, somewhat resembling, in 
many of its features, that which has been excited by the recent 
heavy purchases of silver for the Treasury under the Resumption 
Law of January, 1875. The question was, whether in view of 


the fall in the value of silver the two precious metals, gold and 
silver, should each be the standard of value, or whether gold 
should be the sole standard, while silver should be used for token- 
coinage, which should not be a legal tender except for a small 
fixed sum. The latter principle has been adopted by more recent 
legislation in this country and in England. In France the double 
standard, with some modification, is still established by law. That 
is, gold and silver coin are prescribed by law as a legal 
tender. M. Wolowski, and other eminent financial statesmen, have 
labored earnestly for a change in the law so as to make gold 
coin the only legal tender money, while silver coin was recom- 
mended to be adopted as supplementary token-coinage for use as 
small change. , 

When France resumes specie payments some new regulation 
will have to be made; for at present the price of silver is so unsta- 
ble, in consequence of the excess of the supply in the market, that 
silver coin is wholly unfit to serve the purposes of standard money. 
On this account many thoughtful men regret very much that the 
United States Treasury is spending so large a portion of its scanty 
cash balance in the purchase of silver. They argue that when the 
greenback currency rises to par with gold, our present fractional cur- 
rency can be made to answer the purpose of small change better 
than silver, while it will cost the country less by 40 millions of 
dollars. The following is Mr. Gallatin’s argument on the dispute 
as it existed in his day. He states the principles which underlie 
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the discussion about silver depreciation so clearly and with such 
lucid illustrations, that his argument may be adapted with little 
modification to the solution of the present difficulty. It will be 
seen that Mr. Gallatin was inclined to favor the silver coinage. 
But this was before the weight of the silver dollar was reduced, in 
1853, from the old standard of 371°25 grains of pure silver: 

“There are four contingencies which may cause a fluctuation in 
_ the relative price of gold and silver, as either may either rise or 
fall, as compared to the value of all other commodities. Supposing 
a country where silver is made the only legal tender, it is clear 
that in two of those contingencies, namely, if the price of gold 
should rise, or if that of silver should fall, every payment would 
have still been made in silver if both metals had been a legal 
tender, and the option given to the debtors to pay with either. 
As the probability of those several contingencies is perfectly equal, 
it follows that in one-half of the fluctuations which may take place 
in the relative price of the two metals, it is perfectly immaterial 
whether one or both are made a legal tender. With respect to 
the two other contingencies, if the price of silver should rise, that 
of gold remaining the same as compared to all other commodities, 
the debtors in the country where both metals were a legal tender 
would pay in gold, and therefore in perfect conformity with the 
original contract; whilst in the country where silver alone was a 
legal tender, they would be obliged to pay in that metal, that is 
to say, to pay a greater value than according to the original con- 
tract; and, on the other hand, if the price of gold should fall, 
that of silver as compared to all other commodities remaining 
the same, the debtors would, in the country which admitted only 
silver as legal tender, be obliged to pay in that metal in con- 
formity with the contract; while in the country where both metals 
were a legal tender, the debtors would pay in gold, that is to say, 
a sum less than according to the contract. Whatever may be the 
amount of fluctuation, the stability of the standard of value is not, 
.by adopting only one metal as such, improved to a greater extent 
than has now been stated. But the fact is that the fluctuations in 
the relative price of gold and silver coins are so small in a country 
where the mint is open to all individuals and under proper regu- 
lations, that, when compared with the variations to which coins 
issuing from the same mint are liable, they may be altogether dis- 
regarded. 

“Tt has been sometimes erroneously supposed that governments 
might alter by their own regulations the actual relative value of 
the two precious metals. This might be done to a considerable 
extent, if these had no intrinsic value; that is to say, if they could 
. be obtained without capital or labor, or if, whatever the cost of 
production might be, they were of no utility whatever except for 
currency. In the first case, governments might attach any value 
they pleased to either metal, in the same manner as is now done 
with paper money. In the latter case, there being no other de- 
mand except that of governments, the price of either metal might 
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be reduced so low as to compel an abandonment of all the poorer, 
but not lower than the cost of production at the most fertile 
mines. But the intrinsic value of the precious metals, combined 
with the general demand for them, determines their market price. 
Governments are among the principal, but not the only consumers. 
If the demand for either gold or silver for the purpose of currency 
were to cease altogether, it would have an effect on the market 
price of the metal excluded; but a government which uses both 
as currency cannot affect their permanent relative values. It may, 
however, to a certain extent prevent great fluctuations by coining 
at all times for all individuals who may bring in bullion, allowing 
always the same regular price, and paying for it without delay, 
and without any other charge than the actual cost of coining. 

“Tt has already been stated that the relative mint price of gold 
and silver bullion in France (about 15.7:1) is very near the average 
market price of those two metals. And by giving always the 
same regular price for each, Government has, to a certain degree, 
prevented any great fall in the price of either. It is only during 
short and extraordinary periods that the fluctuations have been so 
great as that the gold coins did either fall to the par of silver 
coins, or rise to a premium of one per cent. During by far the 
greater part of the period of forty-five years, which has elapsed 
since that regulation took place, this premium has fluctuated from 
one-fifth to one-half per cent.; so that the variations in the rela- 
tive price of the two metals have, with.the few exceptions above 
mentioned, been less than one-third per cent. And even these 
would have been-less had not, as has already been stated, the 
silver coins been overrated by charging about one-half per cent. 
too much on their coinage. 

“Tt is believed that there is no mint which issues more faithful 
and perfect coins than that of the United States.* The extreme 
variation from standard fineness, as determined by the annual assay, 
does not exceed one-fifth per cent. on the silver coins; on the 
gold coins it is too small to be appreciated. On a large sum as, 
delivered from the mint, the weight, if not precisely accurate, 
would almost uniformly be found to fail in excess. But trivial 
deviations in weight on single pieces are unavoidable; they rarely 
exceed one-third per cent. on the heaviest silver, and are less than 
one-sixth per cent. on the gold coins. If to those unavoidable 
deviations be added the loss which coins experience by friction, it 
will be found that they exceed in value the fluctuations in the 
relative market price of the gold and silver coins issued under 
proper mint regulations, and therefore that these are a quantity 
which may be neglected, and which, in fact, is never taken into 
consideration at the time of making the contract.” 


* In 1816 England abandoned the double standard and made gold coin a legal tender for all 
debts, the subsidiary silver coin being a legal tender for 4o shillings, or $10. In 1853 the same 
aay was adopted in the United States, the fractional coinage of silver being a legal tender 
ior sums under $s. In 1873 the silver dollar was also aemonetized along with the fractional 
coin, and the coinage of the silver trade dollar was authorized. France, Switzerland, Italy and 
Belgium Fy? adopted the subsidiary principle in 1855 for coins lower than 5 francs, which 
were made a legal tender for sums not exceeding 50 francs. 
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INTERNAL EXCHANGE. 


To the Editor of the Bankers Magazine : 


It was once said by one of our prominent public men that the 
American people are too conceited to learn anything from foreign 
sources, but continue to try all manner of financial experiments 
which England and France had long ago proved to lead to no 
valuable results. The conditions of government and of society 
vary greatly in different nations; and this diversity is, to a certain 
extent, a valid excuse for an unwillingness to adopt foreign 
methods; but there are general laws which govern the action of 
all men alike, provided the average standard of intelligence and 
morality is the same. If it be conceded that we are not behind 
the French in these particulars, there appears no reasonable ob- 
jection to the scheme I wish to propose in regard to Domestic 
Exchange, prompted by the article on French financial matters 
in the June number of the BANKER’s MaGazINE. An experience 
of some years in the Assistant Treasury and the banking circles 
of New Orleans had led me to believe that some such plan as 
the French could be adopted in this country, even before I knew 
that such a plan was in actual use in any other nation. 

The Government disbursements at this point are at all times 
largely in excess of the receipts, since almost all the payments for 
this large military department are made through the Assistant 
Treasury here. In consequence, the Home Department is con- 
stantly shipping large amounts of currency to the Assistant Treasury 
in this city, upon which it pays in the aggregate a very respecta- 
ble sum to the Express Companies, notwithstanding the compara- 
tively low rates secured by its special contract. During the winter 
months this expense is unavoidable, but in summer it can be 
easily obviated without risk to the Government, and at the same 
time with a great saving to the mercantile community. Throughout 
our entire summer, Exchange on New York and other northern 
cities retails at 3-8. per cent premium, and can seldom be bought 
in round sums at less than 5-16. The Express Companies carry 
currency at 3-10 per cent. in large lots for the banks, and mill- 
ions of dollars are thus shipped every summer from this point 
alone. The consequence of this state of affairs is, that large sums 
of money are constantly passing each other in the chests of the 
Express Companies; the Government paying the charges on the 
funds bound South, while the banks are mulcted $30 for every 
$10,000 that goes North. It will be readily understood that the 
banks do not lose this sum, for they recover it by keeping up the 
price of their drafts. The merchants who are remitting for their 
goods sustain the loss. 
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By a proper system of checks, the Assistant Treasurers at this 
and other points, where a high rate of Exchange prevails during a 
portion of the year, would be enabled to replenish their exhausted 
coffers, and at the same time benefit the merchants of their re- 
spective localities. The Government would be relieved from the 
expense of transporting the currency, and by charging a small 
commission, say 1-10, would be reimbursed for any slight risk or 
extra clerical labor involved. The community would gain 2-10 of 
one per cent. on all the funds thus transferred, and no one could 
possibly be injured except the Express Companies, with whom, 
however, few persons would have enough sympathy to cause any 
vast amount of grief at such a loss, brought on partially by their 
own greed. 

The objection that such a course is contrary to the usual 
policy of the Government, even if valid, would not be true, for 
such a system of Exchange was in operation at the time the writer 
was gold clerk at the Treasury in this city, the only differences 
being that the drafts were payable in gold, and were drawn from 
New York on this city. These drafts were sold in New York to 
parties remitting gold for cotton purchases to the extent of several 
million dollars a year, and commanded in that city a quarter of 
one per cent. premium. At the same time, the Collector at Gal- 
veston was shipping us his gold by steamer, at an enormous 
charge. It was only by the most strenuous exertions that the 
Assistant Treasurer could induce the Secretary of the Treasury to 
allow drafts on Galveston to be negotiated here, although the 
Treasury thus saved the heavy charges, and gained the premium 
of 1 that the drafts realized here. It was finally done, however, 
making the second instance within my knowledge of the drawing 
of Bills of Exchange by the Government. These two instances 
are sufficient to establish the precedent, and it is only an exten- 
sion of this course of action that I would now recommend. 

It is only reasonable that the Government should adopt the 
same method of transacting its affairs that business men have long 
proved to be the safest, most speedy, and most economical. But 
it seems very difficult to induce the Treasury officials to change 
the old modes of doing business. Some improvement has doubt- 
less been made since the times when shipments of Government 
gold used to pass each other in expensive mule trains on the Alle- 
gheny Mountains. The Secretary’s transfer account saves a great 
deal of expense and trouble at present. It is used generally for 
small amounts, but there is no more risk in moving large sums in 
the same way, while the saving is in every way much greater. 
To this community the saving of even a small percentage on the 
amounts annually remitted for payments of debts due the North, 
would be a welcome help in the midst of the burdens under 
which this unfortunate State is laboring. The Government could 
realize the whole of whatever premium the drafts would command, 
or else it could stipulate for a certain percentage and allow any- 
thing over that to accrue to the Assistant Treasurer drawing the 
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draft. To guard against the temptation to draw ad Jibitum, it 
might be necesssary to fix the total amount of cash that he should 
hold at any one time, and to allow him to draw only when the 
drain upon his vaults had reduced his balance below that figure. 
These details could be very easily arranged if the General Gov- 
ernment should ever evince such a degree of faith in its officials, 
and of desire to benefit the public, as would cause it to adopt 
some plan such as I have endeavored to set forth. 


SEYMOUR WALTON. 
ae 


SALE OF THE NORTHERN PACIFIC RAILROAD. 


The Northern Pacific Railroad was sold at public auction on the 12th of 
August, under decree of the United States Circuit Court. The sale took place 
on the steps of the Custom-House in this city. The purchaser was Johnston 
Livingston, Chairman of the Purchasing Committee of the bondholders, and 
the amount bid was the nominal sum of $100,000, which was the only bid, 
there being no competition. The sale included the road with all the Com- 
pany’s franchises and property, except the lands which have been patented 
and certified, and which will be sold on 60 days’ notice hereafter. Everything 
was bid in as an entirety for the Purchasing Committee, which consists, 
besides Mr. Livingston, of Messrs. Billings, Stark, Moorhead, Hutchinson, and 
Denison. The $100,000 bid was paid in cash by the Purchasing Committee, 
who will be reimbursed by the new management of the road. This sum was 
fixed in the decree of the Court ordering the sale, in order to pay the legal 
expenses of settling the affairs of the Company. 

The plan of re-organization which will now be carried out was arranged 
last June, and is known as the “Livingston plan.’”’ It provides, first, for the 
appointment of the Purchasing Committee, which is to assume the management 
of the road pending the election of a new Board of Directors. No assessment 
whatever is to be levied upon the bondholders; but all costs of purchase, 
expenses of foreclosure, etc., must be paid out of the assets and income of 
the Company. The length of time within which bondholders may join and 
participate in the benefits of the purchase of the property, is left to the dis- 
cretion of the Purchasing Committee. The object of the new organization is 
to convert the 7.30 bonds (which are those of the mortgage ae foreclosed) 
into preferred stock, by adding the interest to the principal of the bonds at 
eight per cent. per annum from July 1, 1873, the date of the last payment 
of interest, to and including July 1, 1878. This will give the stockholder 
$1,400 of preferred stock, for every $1,000 bond that he holds. The stock is 
to be entitled to dividends up to 8 per cent. as it is earned after July 1, 1878. 
The preferred stock is to be convertible at par into any lands owned or to be 
owned by the Company east of the Missouri River in Minnesota or Dakota. 
These lands now amount to nearly 8,000,000 acres. The proceeds of their 
sales are to be applied to the purchase of preferred stock. The common stock 
is not to be entitled to dividends until 8 per cent. per annum is paid on pre- 
ferred stock, and it can have no voting power until after July 1, 1878. For 
the construction and equipment of the road the issue of first mortgage 
bonds, not to exceed an average of $25,000 per mile of road actually completed 
and duly accepted, is provided for. These bonds are to be a first and para- 
mount lien on the whole road, including its equipment, lands, and franchises, 
but subject to the rights of the preferred stock, until any default is made in 
the provisions of the mortgage. nis 

They claim that under the new plan of organization, covered by so small 
a mortgage, they can not fail to attain success by developing the resources of 
Montana and Nevada, and opening up the trade of the Northwest. Bond- 
holders representing over $24,000,000 of the $30,000,000 of bonds of the 
road, have already assented to the adoption of this plan. The managers of 
the road express very hopeful views of its future. 
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THE SAVINGS BANKS OF CALIFORNIA. 


As indicators of the financial condition of the “bone and 
sinew” of a community, and of those habits of thrift and industry 
which lie at the very foundation of National prosperity, the state- 
ments of the savings banks are always watched by those who 
study the financial movements of the day. 

For the reports of the California savings banks, presented here- 
with, we are indebted as usual to the enterprise of the Commercial 
Herald of San Francisco, by whom they are collected semi- 
annually from the respective institutions. These reports are of the 
more interest and value inasmuch as they represent the prosperity 
of a State whose monetary transactions have always been on 
the solid basis of gold and silver. No stronger arguments against 
the fallacies of paper-money inflationists need be adduced than 
those contained in these facts and figures. 

Since the reports of January, 1875, the following changes in 
the several items have occurred: In San Francisco, the number of 
depositors has increased 7,337, and the aggregate of deposits 
$4,112,732. This increase is so far disproportionate that it reduces 
the average deposit for each individual from $907 to $870 in 
gold, but, as showing a large addition to the population of the 
city, it is a highly satisfactory record. The aggregate of the cash 
on hand is the same as that in January, showing active employ- 
ment of the funds. The reserve fund has been augmented some 
: 500,000, the gross earnings increased $300,000, and the loans 

45777,514. The expenses remain at about the same figures as 
on the 1st of January last. 

The statements of the interior savings banks show a decrease in 
the amount of deposits of $567,232, while the average balance of 
each individual has diminished from $593.50 to $561.25. At the 
same time the loans have increased $ 309,980, all of which indicate 
a greater demand for the requirements of trade and business. It 
is noteworthy that several of the institutions have made a division 
of their business, by separating the savings and the commercial 
departments. The Union Savings Bank of Oakland has incorpor- 
ated its commercial department into the Union National Gold Bank. 

The aggregate of the deposits would have been still larger, 
but for the mania for investing in Mining Stocks which occurred 
last winter in California, and which was at its height in the 
beginning of January last. This excitement caused the withdrawal 
of a large amount of savings bank deposits, the greater part of 
which were utterly lost to their owners. 

A comparison of the returns of these banks, for several pre- 
vious years, will be found in the BANKER’s MAGAZINE for Sep- 
tember, 1874. 
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SAFE DEPOSITS AND NATIONAL BANKS. 


The First National Bank of Lyons, Respondent, vs. The Ocean 
National Bank.—New York Court of Appeals. 


A pressure of important matter has prevented the insertion, as 
announced, of the subjoined decision of the New York Court of 
Appeals in regard to the responsibility of National Banks as 
bailees of bonds or goods for safe-keeping. It is held that when 
the cashier or other executive officer of a National bank receives 
property for sate-keeping, the mere evidence of his so receiving it 
will not be sufficient to bind the bank and prove a contract of 
bailment. The opinion was delivered by Mr. Justice Allen, and is 
as follows: 


ALLEN, J.—‘‘ The point was distinctly made at the close of the plaintiff’s 
evidence, and renewed at the close of the trial, that there was no evidence 
that the corporation defendant had made any contract of bailment with the 
plaintiff, or assumed any obligation as bailee of the plaintiff’s property, and 
that there was no evidence that the officers of the corporation had power or 
authority to make, in behalf of the corporation, any contract of bailment or 
assume any liability as the custodian and bailee of the securities of the 
plaintiff under the circumstances. This is entirely distinct from the very 
serious question back of it and to be met, if this position of the counsel for 
the defendant is not well taken, that the defendant had not power or authority 
to assume the duties of a naked bailee of property, whether gratuitously or 
for hire, and that the contract of bailment, if one was made by or in behalf 
of the corporation, was u/tra vires, and imposed no obligation upon the cor- 
poration as such. Or, if the power to become the bailees or depositories of 
property for safe-keeping be conceded, a question may arise as to the con- 
tract implied and the extent of the obligation assumed by the mere receipt 
of and placing the property in the vaults of the bank in the absence of a 
special contract, in view of the special purposes for which the corporation was 
created and the limited powers expressly conferred. : 

“The bonds in question were the absolute property of the plaintiff. The 
defendant had no special property in them. It had no lien upon them, and 
they were not deposited or held as a security for or in connection with the 
business of the defendant as a banking corporation or its transactions with the 
plaintiff, either present or prospective. If a bailment to the defendant, it was 
a simple deposit without interest in or compensation to the : It 
was a naked bailment of property to be kept for the bailor without recom- 
pense, and to be returned when the bailor should require it. This is the legal 
definition of a deposit of this character. Story on Bailments, .§ 4. 

“The relation of bailor and bailee imports a trust and a contract, express 
or implied, to deliver the property when the purposes of the trust shall be 
accomplished, and the contract is supported in the case of a naked bailment 
and simple deposit, by the yielding up of the present possession or custody 
by the bailor, upon the faith of the engagement of the bailee to re-deliver it. 
Story on Bailment, § 2, and note (4) and cases cited. The duties and obliga- 
tions of the bailee cannot be thrust upon one against his consent, but must 
be voluntarily assumed by the party himself, or some authorized agent, as in 
every obligation founded upon contract, express or implied. A corporation can 
only act by agents, and it follows that it cannot be subjected to the responsi- 
bilities and liabilities of a bailee except by the acts and contracts of its agents, 
duly authorized, or by agents acting within the scope of their general powers 
and apparent authority under circumstances which would estop the corpora- 
tion from denying that their real was not co-extensive with their apparent 
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authority, or that they were not authorized to exercise the wers usually 
delegated to like officers and agents in other corporations of the same char- 
acter. There is an entire absence of evidence that it was the habit and prac- 
tice of the defendant to receive special deposits and valuable property or 
securities for safe-keeping, or that they had done it for any other person or 
corporation, except in the case of O’Kell, a tenant, occupying a part of the 
same building, as its lessee. It would seem that he had been in the habit of 
depositing a small trunk used in his daily business in the vault of the defend- 
ant for safe-keeping over night. It was proved that the directors, or any of 
them had never sanctioned the receipt of special deposits of any kind for safe- 
keeping, or that they had any knowledge of the deposit of these securities, or 
of any other like deposit. td it be assumed that the circular issued by the 
officers of the defendant inviting the correspondence of other banks was 
known to or authorized by the directors, it presented no evidence of a consent 
to become a general bailee and depositary for their correspondence. A proffer 
to buy and sell securities comes far short of an undertaking to act as a 
depositary of them for an indefinite time, or for any time beyond that neces- 
sary to accomplish the precise agency assumed. It is one thing to act as an 
agent in the purchase and sale of property, and quite another and different 
thing to receive it on deposit, and assume the responsibilities of a bailee. 

“The case is also barren of evidence that other banks were in the habit 
of receiving deposits of a like character and under like circumstances. There 
was no attempt to prove a general eustom or usage upon the subject, even if 
that could have affected the liability of the defendant, or been given in evidence 
as tending to prove the authority of the bank officers in the premises. 

“ Both the plaintiff and the defendant are banking corporations incorporated 
pursuant to the Act of Congress, entitled ‘An act to provide a National currency 
secured by a pledge of United States bonds, and to provide for the circulation 
and redemption thereof,’ approved June Fs 1864, known as the ‘ National Cur- 
rency Act,’ and the officers and agents of each must be assumed to be familiar 
with the powers of the other, and the general powers and duties of its officers. 
The governing body of National banks is the Board of Directors, authorized 
by section nine of the act, and such Board has the management and control of 
the affairs of the corporation, and may do and transact any and all business 
within the limits of the powers conferred by the act of Congress. To. the 
extent of the powers given by the act, the directors may bind the corporation 
and the shareholders, who are the constituent body, and the shareholders are, 
by section 12, made personally ‘responsible ‘for all contracts, debts and 
engagements,’ of the association to the extent of the amount of their stock 
therein, in addition to the amount invested in such shares. This responsibility 
is necessarily limited to such contracts, debts and engagements as may lawfully 
be made or incurred in the exercise of the ‘corporate powers as limited and 
Sn by the act of Congress. The managing officers of corporations 
ormed under the act, those who transact the current business of the associa- 
tion, are appointed by the corporation, which has power to appoint them and 
define their duties, They are a president, vice-president and a cashier, and 
such other officers as may be found necessary; but by whatever name known, 
they only possess such powers as are delegated by the governing Board or the 
corporation, either in terms or by implication. Act supra, § 8 

‘‘There is no evidence.that the powers and duties of the managing officer 
of the defendant were specifically defined by an act or resolution of the corpo- 
ration or the Board of Directors. It must be assumed, therefore, and the pub- 
lic and those dealing or having business transactions with the bank had the 
right to assume that they had and exercised the powers and performed the 
duties usually devolved upon and performed by persons occupying the same 
position in other banks, and such as they were in the habit of performing in 
the transaction of the current and ordinary business of the bank, and within 
this limit the corporation would be bound by their acts, in the absence of 
proof that their powers were limited or restricted, and that such restriction 
and limitation was known to the person dealing with them. Story on Agency, 
§ 114, and cases cited in notes. Whatever may be the extraordinary or inci- 
dental powers of the corporation under its charter, power to bind the corpo- 
ration can only be presumed to exist in its executive agents and officers 
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within the scope of its ordinary business and their ordinary duties. Life & 
Fire Ins. Co. v. Mech. Fire Ins. Co., 7 W. R. 31; Minor v. Mech. Bank of 
Alexandria, 1 Pet. 46; Hoyt v. Thompson, 1 Seld. 320; Leggett v. N. F. 
Mfg. Co., Saxt. Chy. Rep. 541. 

“The powers of the corporation defendant are banking powers only, with 
such incidental powers as may be necessary to carry on the business of bank- 
ing, with the privilege of buying and selling exchange, coin and bullion. This 
does not necessarily include the business of a safe-deposit company or business 
of receiving for safe-keeping and storing for hire, or without compensation, 
jewelry, and valuables, or property of any kind. If the power exists in the 
corporation as a part of its franchise, it is only as an incident of its principal 
business. The duties of the executive officer of a banking corporation, who is 
ordinarily the cashier, are very well understood; and while those of the 
president are not so well defined, he is but the executive agent of the Board of 
Directors to perform such duties as may be devolved upon him, and is not the 
corporation and cannot take the place of the governing Board and make con- 
tracts or incur liabilities outside of the ordinary business of the bank without 
special authority. The corporations formed under the Currency Act are banks 
of deposit as well as circulation. They are authorized to issue their notes for 
circulation, and to receive from others their money and circulate it. Money 
so received from others is termed a deposit, although it has none of the 
qualifications of a bailment. There is no trust or — to re-deliver the 
same money. By the deposit the money hecomes the property of the bank, 
and the relation of debtor and creditor is created between the depositor and 
the bank. Commercial Bank of Albany v. Hughes, 17 W. R. 94; Marine 
Bank v. Fulton Bank, 2 Wall. 252. This is the character of the deposits 
which by the Currency Act the defendant was expressly authorized to receive, 
and in receiving such a deposit the cashier would be acting within the scope 
of his authority, and the tok, by his act, would become a debtor to the 
depositor. 

“The principal attributes of a bank are, the right to issue circulating 
notes, discount commercial paper and receive deposits of money. Per Spencer, 
J., 15 J. R. 390; WM. VY. Fireman’s Ins. Co. v. Ely, 2 Cow. 673, 710. 

“The act of Congress under which the plaintiff and defendant became 
incorporated makes them banking corporations, and confers upon them bank- 
ing powers, and all such incidental powers as shall be necessary to carry on 
the business of banking by discounting and negotiating promissory notes, 
drafts, bills of exchange, and other evidences of debt; by receiving deposits ; 
by buying and selling exchange, coin and bullion; by loaning money on _ per- 
sonal security; by obtaining, issuing and circulating notes, according to the 
provisions of the act. The statutory powers and franchises are entirely coinci- 
dent with the attributes of banking corporations, as defined by the law 
merchant. The National banking associations are required by law to have 
on hand, at all times, lawful money to a prescribed amount as a reserve 
fund, and are permitted to ‘keep one-half of the lawful money reserve in cash 
deposits’ in the city of New York; but the bonds in controversy were not, 
and could not have been, deposited with or received by the defendant under 
this provision of law. Act, supra, §§ 31, 32. 

“The deposit of these bonds cannot be distinguished from a deposit of 
jewelry, or plate, or other valuable property, and was a special transaction not 
within the ordinary course and business of banking, or necessarily incident to 
it. If authorized, it added greatly to the risk of loss to the shareholders 
without adding to their gains. It was a holding out of greater inducements to 
burglars and robbers from without, and might prove of greater temptation to 
dishonesty on the part of clerks and employees within the bank. As a business 
it could not have been undertaken at the risk and responsibility of the corpo- 
ration by the executive officers, or without the special authority of the Board 
of Directors, and a single transaction was without the general scope of the 
powers and duties of the executive officers of the institution. 

“Giblin v. McMullen, L. R. (P. C. Cas.) 327, was an appeal from the 
Supreme Court of Victoria. The defendant represented the Union Bank of 
Australia, and no question was made as to the authority of the manager of 
the bank to receive the special deposit, and it is expressly said that the railway 
debentures, which were stolen by the cashier, were placed in the defendant’s 
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care by a customer in the ordinary course of their business as bankers. The 
case turned upon the liability of the bailee for a theft by the officers of the 
bank, and the Court, following Foster v. Essex Bank, 17 Mass. 479, held the 
defendant not liable. 

“ Foster v. Essex Bank was a special deposit of coin. and the bank was 
held to be the depositary rather than the cashier or other officers (although 
not held liable in the action), on the ground of a general recognition and 
authorization of the practice by the directors; and Parker, Ch. J., places the 
responsibility of, the defendant solely on that ground, and applying the princi- 
oe applicable to master and servant, and deducing the relation of bailor and 

ailee in that case, says: ‘Not so if the servant secretly and without the 
knowledge, express or implied, of the master, he not having authorized or 
submitted to the — receives the goods for such purpose; for no man 
can be made the bailee of another’s property without his consent; and there 
must be a contract, express or implied, to induce a liability. The knowledge 
and permission expressly found or legally to be presumed in this case estab- 
lishes a contract between the parties.’ 

“ Scott v. National Bank of Chester, 72 Penn. St. R. 471, followed the 
case last cited, in principle. A case very analogous to, if not in all respects 
like, this in principle was Lloyd v. West Branch Bank, 15 Penn. St. R. 162, 
and it was adjudged that the cashier had no authority to receive as a special 
deposit a sealed package of small notes issued by a corporation without 
authority of law, and that if so received without the permission of the direct- 
ors or their knowledge of any usage or practice to receive such packages on 
deposit, the law would not imply a contract on the part of the corporation 
with the depositor for the safe-keeping of the package. Coulter, J., says, that 
it was never designed by the provisions of the statute that the bank should 
be converted into a kind of pawnbroker shop. The case turned upon the 
point, as expressed by the Court, that there was no evidence that the bank 
made any contract with Oliver (the depositor), express or implied. ¢ 

“The whole tenor of authority is in favor of holding corporations for the 
acts of their officers, especially executive officers and general agents, within the 
general scope and apparent sphere of their duties, and not holding them for 
acts done without special authority in cases without such general scope and 
sphere of duty. The cases are all reconcilable and sustainable on this prin- 
ciple and no other. Courts and judges have spoken cautiously on the subject, 
but the language has been uniform, limiting the responsibility of corporations 
for the acts of their officers and agents in the absence of an express authority 
to do the particular act, to those performed in the discharge of their ordinary 
duties in the usual course of business, and within the sphere and scope of 
such duties. Such are presumed to be by authority and within the knowledge 
of the directors, and within the rule are included such acts as are shown to 
have been performed with the knowledge and implied consent of the directors, 
although out of the line of ordinary duty and usual course of business. 

“The duties of the cashier are well understood, and, as recognized judicially, 
are restricted to the care and management of the property moe fiscal concerns 
of the bank, and the conduct of its business as a bank in the usual and ordi- 
nary way. Story on Agency, §§ 114, 115; Badger v. Bank of Cumberland, 
26 Me. 428; Merchants’ Bank vy. State Bank, 10 Wall. 604; Bank of Genesee 
v. Patchen Bank, 3 Ker. 309. The president and cashier of a bank cannot 
assign the choses in action of the corporation to its creditors as a security for 
the payment of a precedent debt without authority from the Board of Directors. 
They can do no act outside of their ordinary duties in the conduct and man- 
agement of the banking business, unless by authority, either express or implied 
from the fact that they have been permitted to do the like acts without objec- 
tion. Hoyt v. Thompson, 1 Seld. 320. Judge Wayne, in United States v. City 
Bank of Columbus, 21 How. 356, says: ‘The Court defines the cashier of the 
bank to be an executive officer by whom its debts are received and paid, and 
its securities taken and transferred, and that his acts, to be binding upon a 
bank, must be done in the ordinary course of his duties. His ordinary duties 
are to keep all the funds of the bank, its notes, bills, and other choses in action, 
to be used from time to time for the ordinary and extraordinary exigencies of the 
bank. He usually receives, directly or through the subordinate officers of the 
bank, all the moneys and notes of the bank; delivers up all discounted notes. 
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and other securities when they have been paid; draws checks to withdraw the 
funds of the bank when they have been deposited, and, as the executive officer 
of the bank, transacts most of its business.’ After this summary of the duties 
and powers of the cashier, the same Judge says that he may not make any 
contract involving the payment of money not loaned in the usual or customary 
way, or purchase or sell property, or create an agency of any kind for the 
bank, calen expressly authorized by those to whom has been confided the 
power to manage the business of the bank, both ordinary and extraordinary. 
Judge Story limits the authority of bank officers to bind the corporation to 
acts and contracts within the ordinary sphere of their duties and the scope of 
the ordinary business. A/inor v. Mech. Bank of Alexandria, 1 Peters, 46, 70; 
Fleekner v. Bank of United States, 8 Wheat. 338; see, also, Fulton Bank v. 
New York & Sharon Canal Co., 4 Paige, 127. 

“The doctrine of estoppel may give effect to the acts of the officers of a 
corporation as against the corporation as in other cases of principal and agent. 
Farmers and Mechanics’ Bank v. Butchers and Drovers’ Bank, 16 N. Y. 125. 
But there is no question of estoppel in this case. A class of cases was cited 
by the learned counsel for the plaintiff, which do not very directly bear upon 
the question under consideration. They are those in which a statutory power 
has been conferred, and has been executed apparently within the terms, and 
in the manner, and by the agent prescribed by statute, and a presumption has 
been allowed in favor of the validity of the execution of the power in favor of 
those who have, in good faith, acted upon the apparent compliance with the 
statute and the terms of the grant. The cases are circumstantially different, 
but all may be brought within one general principle, and they do not conflict 
with the views before advanced. Commissioners of Knox Co. v. Aspinwall, 21 
How. 539; Royal British Bank v. Tinguard, 5 E. & B. 248; S. C., 6 id. 
327; Society for Savings v. City of New London, 29 Conn. 174; Commonwealth 
v. Pittsburgh, 34 Penn. St. 496; Farmers? Loan and Ins. Co. v. Curtis, 3 
Seld. 466, are among the cases cited by counsel, and illustrate the principles 
governing all. They do not touch the principle upon which this branch of the 
present appeal rests. 

“No general principle was decided in Van Leuven v. First National Bank 
of Kingston, 54 N. Y. 671. By a divided court it was held that the contract 
in that case, under the peculiar circumstances, was the contract of the corpo- 
ration, and not the individual contract of the president. The question now 
under consideration was not considered by the learned commissioners and does 
not appear to have been made in the action. It was very earnestly and ably 
urged upon the Court by the counsel for the plaintiff, that the corporation was 
liable as a wrong-doer or tort-feasor within the principle of Philadelphia, 
W. & B. R. R. Co. v. Quigley, 21 How. 202, and other cases which were 
cited, in which the doctrine was applied under different circumstances. The 
difficulty with this argument is, that there was no wrong by the corporation, 
and could be none if there was no contract. If there was no bailment to the 
corporation, it neglected no duty and was guilty of no negligence. The whole 
duty of a bailee rests upon contract, and if there was no contract there was 
no duty. Neither a corporation nor individual can be called upon to pay that 
which he or it does not owe, and neither is then responsible for want of care 
or for neglect in protecting property of which he or it has not assumed the 
custody, or any relation of duty or trust in respect to it. 

“ Having arrived at the conclusion, that if the power of the corporation 
to assume the position of bailee, with its responsibilities and obligations, be 
conceded, there was no evidence of the delegation of the power to the execu- 
tive and ministerial officers of the bank, and that for that reason the judgment 
should be reversed and a new trial granted, it is unnecessary to consider the 

uestion back of it, as to the power of the corporation itself in that direction. 
tt is a question not free from difficulty, but can be more satisfactorily considered 
when it becomes (if it shall) necessary to a judgment. 

“The public are interested in restraining corporations to the enjoyment of 
the precise franchise granted, and the exercise of the powers expressly con- 
ferred, and the incidental powers essential to the express power. Shareholders 
are also interested in keeping their trustees, the we Boards, within the 
limits of the delegated power with which they are clothed. 
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“Tt is axiomatic that a corporation can make no contracts and do no acts 
except such as are authorized by its charter, either expressly or as incidental 
to its existence. Corporations necessarily depend, both for their powers 
and the mode of exercising them, upon the construction of the statute which 
gives them life and being. 

“Whether the receipt of goods and securities on deposit for safe-keeping 
is within the powers, express or implied, of National banks, will not be con- 
sidered. The case has been considered as one of gratuitous bailment, as that 
was the theory upon which it was tried. If any other relation existed between 
the parties in respect of the goods than that of bailor and bailee without 
compensation, or any other obligation or liability rested upon the defendant 
other than that which would result from such relation, it must be developed 
on another trial 

“Since writing the above, the case of Wiley v. First National Bank of 
Brattleboro, recently decided by the Supreme Court of Vermont, has come to 
my notice. That learned Court held that the cashier of a National bank had 
no power to receive special deposits in behalf of the bank for the accommoda- 
tion of the depositor, or to bind the bank to any liability, or any express con- 
tract accompanying, or any implied contract arising out of, such taking; and 
the judgment is sustained by a well-considered opinion of Judge Wheeler. In 
his views I fully concur. 

‘Several exceptions were taken at the trial to the admission and exclusion 
of evidence, some of which, we think, were well taken. The defendant was 
a gratuitous bailee—that is, a depositary without compensation, for the 
benefit of the bailor—and was, therefore, only liable for gross negligence, 
which is defined in various ways. The term itself has been quarreled with, 
but it still has a place in the law, and must have so long as the measure of 
liability implied by the term is recognized, and until some better term can 
be invented to give expression to it. It is incapable of precise definition, and 
its application and use may lead in some cases to results unsatisfactory, but 
that comes as directly from the nature and extent of the duty in the particular 
case as from the phrase by which a breach of the duty is expressed. I can- 
not but think that, in this case, the defendant was held to a higher standard 
of obligation than the circumstances warranted, but that question is not before 
us. at constitutes gross negligence—that is, such want of care as would 
charge a gratuitous bailee for loss—must depend very much upon the circum- 
stances to which the term is to be applied. It has been defined to be the 
want of that ordinary diligence and care which a usually prudent man takes 
of his own property of the like description. Gzb/in v. McMullen, supra. This 
definition is given by a reference to the degree of care, rather than the degree 
of negligence, which may be the easier and more intelligible mode of defining 
the extent of the obligation and the measure of duty assumed. Ordinary care, 
as well as gross negligence—the one being in contrast with the other—must 
be graded by the nature and value of the property, and the risks to which it 
is exposed. A depositor of goods or securities for safe-keeping with a gratuitous 
bailee can only claim that diligence which a person of common sense, not a 
specialist or expert in a particular department, should exercise in such depart- 
ment. Wharton on Negligence, § 470. The bank, as depositary, taking no 
pay and taking no risks, was not bound to resort to any special or extra- 
ordinary measures to protect the property of the depositor, and the negligence 
for which it could be charged, or which was the proper subject of evidence 
upon the trial, was only that which was connected with and directly con- 
tributed to the loss. Independent acts of negligence disconnected with the loss 
were not properly admissible in evidence. Scott v. National Bank of Chester 
Valley, supra. The defendant was not chargeable with negligence or want of care 
for not acting upon facts ‘or circumstances not coming to the knowledge of its 
directors or officers. Facts not brought home to them, tending to show that 
the property was exposed to loss from some unusual cause—to some peril grow- 
ing out of peculiar circumstances—were not admissible in evidence against the 
defendant. The bailee was only called upon to take such care as became 
necessary to protect it against risks known to it, or of which it had notice. 

“There was great latitude in the evidence on the part of the plaintiffs, and 
some of it was quite dramatic in fts character, the purpose and end of which 
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was to show that the place of deposit was peculiarly and extraordinarily 
exposed to perils from robbers at the time, calling for more than the usual 
precautions from the bailee. This was competent, so far as facts and circum- 
stances proved to exist were communicated to the officers of the bank, but no 
further. Without stopping to inquire whether all the evidence of this charac- 
ter was competent, or whether all the facts which, if known, might have 
alarmed the officers of the bank and stirred them up to greater diligence, were 
made known to them, I will refer to a single exception which is fatal to the 
recovery. The plaintiff was permitted to prove a conversation between one 
Holley and the president of the bank immediately after the robbery, in which 
the president of the bank, Mr. Martin, was made to say: ‘For God’s sake 
and mine, never make mention of any conversation that has ever passed 
between you and me in relation to the robbery of the bank.’ Holley had 
testified to several prior conversations, in which he claimed to have made 
known to the president some attempts by burglars to enter the bank building 
and of indications of an intended robbery, and urged upon him the necessity 
of greater precautions. The admission of the evidence, which formed the 
subject of the exception, is sought to be justified as the act of the defendant, 
by its authorized agent, to suppress testimony, to conceal and cover up evi- 
dence. The statement or request, if made by Mr. Martin, was only material 
as an implied admission of culpable negligence on his part, that which would 
subject him to censure, and perhaps loss of place, and if this deposit was in 
his mind, possibly charge the bank with its value. That it was in the mind 
of Martin, or that he intended to suppress or foresaw the necessity of sup- 
pressing evidence in any action in a court of justice, there is not the least 
evidence. The request was made, doubtless, if made at all, to save himself 
and his acts from criticism and for no other purpose, and it was only impor- 
tant as an admission, by implication, of neglect in protecting the bank against 
the robbery. If made for the purpose suggested, it was not an act by the 
corporation. He did not in that conversation, although he may have supposed 
he was acting in the interest of the bank, represent it. He had no authority 
to speak or act for it, and it could not be affected by his acts and declarations 
made after the transaction, and when not acting within the limit of his 
authority, or in respect to a business over which he had authority to act for 
the bank. He had no incidental authority to make any declarations binding 
upon the bank in matters not within the scope of his ordinary duties. Story 
on Agency, § 115. An authority to speak and act for the corporation, in 
respect to litigations not pending or even anticipated, cannot be presumed. 
As a mere declaration or admission, tending to prove the fact in issue, it was 
not admissible, and should have been excluded. There is no principle upon 
which its admission can be sustained, and it should have been excluded. 
Luby v. Hudson River R. R. Co., 17 N. Y. 131; Hamilton v. N.Y. C.R. R. 
Co., 51 id. 100; Anderson v. R. W. & O. R. R. Co., 54 id. 334; Packet 
Boat Co. v. Claugh, MSS. opinion of Judge Strong, U. S. Supreme Court, 
October 7, 1874. 

“The declarations of agents are only admissible when made as part of the 
res geste, or in the performance of the duties of their a. 

“The judgment must be reversed and a new trial granted.” 


These long disputed questions as to the responsibility for safe 
deposits may now be regarded as settled. The principles estab- 
lished in the foregoing decision of the highest Court in this State 
are not only in harmony with other judicial decisions and with the 
opinions of our business community generally, but they have been 
held by the Treasury. Department ever since the Bank Act was 
passed. They were expounded by Mr. Comptroller Hulburd, in 
1867, as follows: 

“ National banks are incorporated associations, doing business 
under a law of the United States, with certain specified and 
limited powers. Section 8 of the National Currency Act defines 
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these powers. A National bank may exercise any or all of these 
privileges, but nothing more. It may be claimed that a bank 
may receive packages of valuable securities, plate, or other things, 
for safe-keeping, under the power granted to receive ‘ deposits.’ 
But the term ‘deposits’ has a definite, well ascertained meaning, 
as established by custom, and authenticated by judicial decisions, 
and is limited, in the sense in which it is used here, to deposits 
of money payable on demand. If it means any thing more than 
this, it may include any thing or every thing. If it would include 
silver-plate, it might include cotton or tobacco, which would be 
absurd. The practice to which you refer cannot, then, be sanc- 
tioned by this particular power granted. 

“ But can it be sanctioned by the authority conferred to ‘ exer- 
cise such incidental powers as shall be necessary to carry on the 
business of banking,’ &c.? I think not. The custody of valua- 
bles may be a convenience to the directors, stockholders, and 
customers of a bank, but it is not in the slightest degree a neces- 
sary incident to the business of banking. But there is a direct 
limitation to the scope of these incidental powers, in the language 
immediately following the grant, incidental powers necessary to 
carry on the business of banking by discounting promissory notes, 
&c. Is the power to assume the custody and safe-keeping of 
miscellaneous valuables necessary to the discount of promissory 
notes, drafts, bills of exchange, &c.? Is it necessary in order to 
do any portion of a banking business? Evidently not. The 
practice, then, not being authorized by law, is prohibited. The 
enumeration of powers conferred includes the power to loan money 
on ‘personal security.’ Nothing is said about loaning money on 
real estate, nevertheless it is just as directly prohibited as though 
it had been done in so many words. The rule, then, is that a bank 
can exercise only such powers as are expressly granted, and that 
a power not granted is specifically prohibited. In this view of the 
case I have no hesitation in saying that, in my judgment, it is a 
direct transgression of the provisions of the National Currency Act 
for a National bank to assume the custody and safe keeping of 
miscellaneous valuables. It is dangerous to the bank, and in the 
nature of a fraud upon the stockholders. If the valuables are lost 
through the carelessness or dishonesty of a bank officer or clerk, 
the officers are undoubtedly liable; and if the practice has been 
sanctioned by the Board of Directors, they will be held liable, and 
as they are the agents of the stockholders in managing the affairs 
of the bank, I do not question but that the stockholders would 
in the end be required to make good the resulting loss.” 

To the same effect are also the opinions of the eminent counsel 
consulted by the National Banks of Baltimore in 1867, which will 
be found on record in the BANKER’s MaGazinE for December, 
1867, page 453. These opinions are unanimous that the receiving 
of special deposits is not only unauthorized by the National Cur- 
rency Act of 1864, but is in direct violation of it; and that the 
banks cannot make the bank liable for such deposits. 














BANKER’S MAGAZINE, [September, 


NATIONAL BANKS AS DEALERS IN BONDS, 


COURT OF APPEALS OF MARYLAND. 
. APRIL TERM, 1875. 


Susan Weckler vs. the First National Bank of Hagerstown.—Ap- 
peal from the Circuit Court for Washington County. 


The case was heard by BarroL, Ch. J., STEWART, GRASON, ALVEY, 
MILLER, JJ., and the opinion of the Court, as follows, was by MILLER, J. 

A question of importance and of first impression in this State arises on 
this appeal. The suit was instituted by the appellant against the appellee, a 
National Bank organized under the Act of Congress approved June 3, 1864, 
known as the “ National Currency Act.’ The first and second counts of the 
declaration aver, in substance, that the defendant, as a part of its business as 
such banking association, was engaged in the sale of the bonds of the Northern 
Pacific Railroad Company, and in soliciting orders for the purchase of the 
same, and receiving commissions for such sales and orders; and by means of 
certain specified false, fraudulent and deceitful representations, made by its teller, 
the plaintiff was induced to and did purchase from the bank two of said bonds 
of $500 each, and paid the bank therefor the sum of $1,000, and was thereby 
damnified. The case was tried upon issue joined on the plea of not guilty. 
There was conflicting proof as to the making of the alleged false representa- 
tions by the teller. The Court rejected all the prayers offered on both sides, 
and instructed the jury, in effect, that the National Banking Act, under which 
the defendant was organized, limits the action of the bank to the pursuit of 
the objects specified in the act of Congress, and that the purchase and sale of 
such bonds is not within the chartered powers of the defendant, and that the 
plaintiff cannot recover against the defendant in this action, although the jury 
may find from the evidence that the teller of the bank fraudulently induced 
the plaintiff to purchase the bonds in question by making the alleged false 
representations, and that she suffered loss thereby. 

This presents broadly and clearly the question whether the bank had 
authority, under the act of Congress, to engage in the business of selling 
bonds of railroad companies on commission. 

A bank, like other private corporations, is confined to the sphere of action 
limited by the terms and intention of its charter. The Supreme Court, in the 
case of the Bank of the United States vs. Dandridge, 12 Wheat. 68, states the 
rule by which the powers of the bank are to be determined thus: “ Whatever 
may be the implied powers of aggregate corporations by the common law, and 
the modes by which those powers are to be carried into operation, corporations 
created by statute must depend, both for their powers and the mode of exer- 
cising them, upon the true construction of the statute itself; and in that case 
the Court adopts as entirely correct and applicable to the bank, the doctrine 
laid down by Chief Justice Marshall in 2 Cranch, 167, in reference to an 
Insurance company, viz.: “ Without ascribing to this body, which, in its cor- 
porate capacity, is the mere creature of the act to which it owes its existence, 
all the qualities and disabilities annexed by the common law to ancient insti- 
tutions of this sort, it may be correctly said to be precisely what the incor- 
porating act has made it, to derive all its powers from that act, and to be 
capable of exercising its faculties only in the manner in which that act 
authorizes.” And in this State the law is well settled that a corporation 
created for a specific purpose not only can make no contract forbidden by its 
charter, but in general can make no contract which is not necessary either 
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directly or indirectly to enable it to answer that purpose. In deciding, there- 
fore, whether a corporation can make a particular contract, it must be con- 
sidered, in the first place, whether its charter, or some statute binding upon it, 
forbids or permits it to make such a contract; and if its charter and valid 
statutory law are silent upon the subject, in the second place, whether the 
pewer to make such a contract may not be implied upon the part of the cor- 
poration as directly or incidentally necessary to enable it to fulfill the pur- 
pose of its existence; or whether the contract is entirely foreign to that 
purpose. A corporation has no other powers than such as are specifically 
granted, or such as are necessary for the purpose of carrying into effect the 
powers ag | granted. Penn’a, Del. & Md. Steam Navigation Company 
vs. Dandridge, 8 G. & J. 318, 319. 

We must, therefore, determine the true construction of the act of Congress 
authorizing the formation of these Banking Associations, and whether the 
power to make contracts like the one in question is expressly conferred upon 
them, or is directly or indirectly necessary to enable them to fulfill the pur- 
pose of their creation, or is entirely foreign to that purpose. 

So far as the purpose of the law is indicated by its title, it is “To provide 
a national currency, secured by a pledge of United States bonds, and to pro- 
vide for the circulation and redemption thereof.’”’ After describing in previous 
sections the mode by, and the conditions under which, banking associations 
may be formed, the 8th section declares that every association so formed shall 
become a body corporate from the date of its certificate of organization, but 
shall transact no business “ except such as may be incidental to its organiza- 
tion until authorized by the Comptroller of the Currency to commence the busi- 
ness of banking.” Power is then given it to adopt a corporate seal, to have 
succession by the name designated in its organization certificate, and in 
that name to make contracts and sue and be sued, to elect directors and 
other officers, “and exercise under this act all such incidental powers as shall 
be necessary to carry on the business of banking, by discounting and nego- 
tiating promissory notes, drafts, bills of exchange and other evidences of debt; 
by receiving deposits; by buying and selling exchange, coin and bullion; by 
loaning money on personal security, and by obtaining, issuing and circulating 
notes according to the provisions of this act.’ 

This is the only portion of the statute to which, for the purposes of this 
case, it is necessary to refer. By it the associations are not simply incor- 

orated as banks, and the scope of their corporate business left wholly to 
implication, but the kind of banking which they may conduct is limited and 
defined. As we read the language of this 8th section, it authorizes the asso- 
ciations to carry on banking “by discounting and negotiating promissory 
notes,” etc., and to exercise “all such incidental powers” as shall be necessary 
to conduct that dusiness. The mode in which the incidental powers may be 
exercised is not defined, but all incidental powers which they can exercise must 
be necessary or incidental to the business of banking thus limited and defined. 
To the usual attributes of banking, consisting of the right to issue notes for 
circulation, to discount commercial paper and to receive deposits, this law adds 
the special power to buy and sell exchange, coin and bullion; but we look in 
vain for any grant of power to engage in the business charged in this declara- 
tion. It is not embraced in the power to “discount and negotiate ’’ promissory 
notes, drafts, bills of exchange and other evidences of debt. The ordinary 
meaning of the term “to discount’? is to take interest in advance, and in 
banking is a mode of loaning money. It is the advance of money not due 
until some future period, less the interest which would be due thereon when 
payable. The power “to negotiate” a bill or note is the power to indorse 
and deliver it to another so that the right of action thereon shall pass to the 
indorsee or holder. No construction can be given to these terms, as used in 
this statute, so broad as to comprehend the authority to sell bonds for third 
parties on commission, or to engage in business of that character. The ap- 
propriate place for the grant of such a power would be in the clause conferring 
authority to “buy and sell,’ but we find that limited to specific things, among 
which bonds are not mentioned, and upon the maxim, Zxfressio unius est 
exclusio alterius, and in view of the rule of interpretation of corporate powers 
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before stated, the carrying on of such a business is prohibited to these asso- 
ciations. Nor can we perceive it is in anywise necessary to the purposes of 
their existence, or in any sense incidental to the business they are empowered 
to conduct, that they should become bond-brokers or be allowed to traffic in 
every species of obligations issued by the innumerable corporations, private 
and municipal, of the country. The more carefully they confine themselves to 
the legitimate business of banking, as defined in this law, the more effectually 
will they subserve the purposes of their creation. By a strict adherence to 
that they will best accommodate the commercial community, as well as pro- 
tect their shareholders. 

Such is our construction of this statute, and it is supported by the best 
considered authorities, and the decided preponderance of judicial opinion in 
other States. 

This eighth section is almost identical in terms (and as respects the present 
question completely so) with the Banking Act of New York of 1838, ch. 260, 
and the Court of Appeals of that State in Talmage vs. Pell, 3 Selden, 328, 
held that banking associations, formed under that law, have authority only to 
carry on the business of banking in the manner and with the powers specified 
in the act, and have no power to purchase State stocks to sell at a profit or 
as a means of raising money except when received as security for a loan or 
taken in payment of a loan or debt. In speaking of the transaction under 
review in that case the Court says, the banking company “purchased these 
bonds as they might have purchased a cargo of cotton to send to market, to 
be sold at the risk of the vendor for the highest price that could be obtained. 
No authority to traffic in either commodity is expressly given by the law of 
1838 It is, therefore, claimed as a power incident to the business of danking. 
But the 8th section of the act declares that this business shall be carried on 
by discounting bills, notes, and other evidences of debt, by loaning money on 
real and personal security, by buying and selling gold and silver bullion, 
foreign coin and bills of exchange, etc. The subjects pertaining to the busi- 
ness of banking are designated, and the express powers of the association are 
limited to them and to such incidental powers as may be necessary to transact 
the business thus defined by the Legislature.” They then proceed to show 
that the claim to base the validity of the contract upon any incidental power 
is unfounded, and pronounce the transaction illegal, and the assignment by the 
company of the mortgages which they held, as collateral security for the pur- 
chase, void. So also in recent decisions of the Courts of last resort, in several 
of the States where this Act of Congress, and especially its 8th section, has 
been considered, we find it construed in entire accord with the view we have 
taken of it. We refer to Fowler vs. Scully, 72 Penn’a St. Reps. 456; Shinkle 
vs. First National Bank of Ripley, 22 Ohio, 516; Wiley vs. First National 
Bank of Brattleboro’, decided by the Supreme Court of Vermont at its Feb- 
ruary term, 1875, and First National Bank: of Lyon vs. Ocean National Bank, 
decided by the Court of Appeals of New York, and reported in the Albany 
Law Journal of April 17, 1875. In the last mentioned case there is a very 
able opinion of the Court by ALLEN, J., in which he says he fully concurs in 
the views expressed by Judge WHEELER in the Vermont case, and in reference 
to the case of Van Lenven vs. First National Bank of Kingston, shortly 
reported (the opinion of the judges not being given) in 54 N. Y. Reps. 671, 
which has been pressed upon our attention by the appellant’s counsel, he says 
it decided no general principle, but by a divided court it was determined that 
the contract in that case, under the circumstances, was the contract of the 
corporation, and not the individual contract of the President. 

We are, therefore, clearly of opinion that this business of ‘selling bonds on 
commission is not within the scope of the powers of the corporations, and the 
bank could not, under any circumstances. carry it on; and being thus beyond 
its corporate powers, the defense of u/tra vires is open to the appellee, 8 G. 
& J., 348. It follows from this that the bank is not responsible for any false 
representations made by its teller to the appellant by which she was induced 
to purchase the bonds in question. Hence there was no error in the Court’s 
instruction to the jury, nor in the rejection of the appellant’s first and second 
prayers. 
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But by the third and fourth counts of the declaration, and the appellant’s 
third and fourth prayers, it is sought to give another character to the transac- 
tien and to place the right to recover upon a different ground. 

The — the case in this view, viz.: That there was no sale and fur- 
t 


chase of the bonds; but, by the false representations of the teller, the appellant 
was induced to veceive them, instead of money, in payment of the draft on 
New York, which she presented at the bank to be cashed or collected. It 
is argued that, in this aspect, the transaction amounts to the same thing as if 
the teller had cashed the draft by paying her over the counter in depreciated 
or worthless bank-notes, representing them to be good. But the answer to 
this position is, that there is no evidence in the record to support it. The 
proof shows that on the 6th of October, 1871, the appellant presented at the 
bahk a draft on New York for $1,047, and asked the teller if it was good, 
and if he would cash it. The teller gave her $47 in money and a certificate 
of deposit for the balance, to the effect that she has “deposited in this 
bank $1,000 payable to the order of herself on return of this certificate 
properly indorsed.”” This instrument is in the usual form of a certificate of 
deposit, bears date the 6th of October, 1871, and is signed by the teller for 
the cashier. There is a discrepancy in the testimomy as to whether anything 
was said at that time about investing her money in Northern Pacific Bonds. 
According to her testimony, as stated in the record, it may be inferred the 
alleged false representations were then made, but whether before or after she 
received the certificate of deposit does not clearly appear; and, according to 
the testimony on the other side, nothing was said about these bonds until 
some ten or twelve days thereafter, when she returned and insisted upon 
investing her money. But it is immaterial when this occurred, because it is 
an undisputed fact that she received and accepted the certificate on that day, 
long before the bonds were delivered to her. The draft to the extent of 
$1,000 was received by the bank as money, and as such it passed to her 
credit, and she became the creditor of the bank for that amount as an ordinary 
depositor. Whatever may have been said at or before this time, it is clear 
beyond dispute that by this transaction the draft was, as between herself and 
the bank, cashed or converted into money, which became hers in the coffers 
of the bank to use and dispose of as she saw fit. It is further shown by 
undisputed testimony that these bonds were ordered by the cashier from the 
Baltimore brokers, and received on the -19th of October, 1871, a few days 
after the order for them was sent; that they remained in the bank until some 
time in April following, when the appellant, either in person or through an 
agent, returned the certificate of deposit and got the bonds, paying the interest 
accrued at the time of the purchase, out of the January coupons on the bonds 
which the teller then cashed for her; that she thereafter retained the bonds, 
collecting the interest upon them up to July 1, 1873, and that they were sold 
in the market at par and accrued interest up to the financial crisis in the fall 
of 1873. From these facts the law can regard the transaction in no other 
light than as a purchase of these bonds by the appellant through the teller or 
cashier, she paying therefor her own money deposited to her credit in the 
bank. It was entirely competent for the bank to receive the draft for collec- 
tion, or to accept and receive it as, a deposit of so much money; and there is 
no evidence in the case legally sufficient to authorize a jury to infer that the 
teller (acting as he would be in that a in the discharge of his duty and 
within the scope of his employment) cashed the draft by passing off upon her 
these bonds instead of money in payment therefor. For these reasons there 
is no error in the rejection of the last two prayers of the appellant, and the 
a must be affirmed. 

aving disposed of the case in this way, it becomes unnecessary to express 
any opinion upon the question argued at bar, whether an action like this 
will lie against a corporation in its corporate character for deceit practiced by 
its officers or agents. 

Judgment affirmed. 
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NATIONAL BANKS OF THE UNITED STATES. 
June, 1875. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National banks of the UNITED STATES, at the close of busi- 
ness on June 30th, 1875,* and also on June 26th, 1874, and June 13th, 1873. 


1875. 1874. 1873. 
LIABILITIES. June 30. June 26. June 1%. 
2,076 danks. 1,983 danks. 1,968 danks. 
Capital stock paid in............ $ 501,568,563 . $491,003,711 . $ 490,109,801 
ee 133,169,094 - 126,239,308 . 116,847,454 
Undivided profits............-.. 52,160,104 - 58.331,966 - 552306,154 
National bank notes outstanding. 318,148,406 - 338,538,743 - 338,788,504 
State bank notes outstanding.... 786,844 - 1,011,351 - 1,222,470 
Dividends unpaid ............-. 6,105,519 - 1,240,145 - 1,400,491 
Individual deposits -..-....----- 686,478,630 . 622,863,154 - 641,121,775 
ere aaa 6,714,328 - 75323,831 - 8,691,001 
Deposits of U. S. disburs’g officers 3:459,061 - 3,238,639 - 6,416,275 
Due to National banks.....--... 138,914,828 . 143,033,822 - 137,856,085 
Due to State banks and bankers. 559714,055 - 50,227,426 . 40,741,78: 
Notes and bills re-discounted.... 4,261,464 - 4430,256 . 52515,900 
DUS POPEDIE. oo. 5 on en cesnee 527585299 - 4,352,501 - 725,157 
Aggregate Liabilities. . $1,913,239,201 $1,851,840,913 $1,851,234,860 
RESOURCES. 
Loans and discounts............ $ 968,509,871 . $922,000,135 - $925,557,682 
CHOMGUNES secicds cscieacekaancis - 43422,629 - 4,194,937 - ae 
U. S. bonds to secure circulation. 375,127,900 - 390,281,700 - 388,080,300 
U. S. bonds to secure deposits. . . 14,150,200 . 14,890,200 . 15,935,000 
U. S. bonds on hand........... 12,746,950 . 10,456,900 . 9,789,400 
Other stocks, bonds, & mortgages 32,008,380 - 27,010,727 - 22,912,415 
Redeeming and reserve agents. . . 89,788,903 - 97,871,517 - 97,143,326 
Due from other National banks. - 48,513,383 - 45,770,716 - ~ 43,328,792 
Due from State banks & bankers._ 11,625,647 - 12,469,592 - 14,073,287 
Real estate, furniture and fixtures 40,968,755 - 37:270,377 - 34,820,562 
Current expenses .............. 4;992,309 - 7,550,125 - 7,154,211 
Premise PRC... 54. 20202245 ose 8,742,393 - 8,563,262 - 7,890,962 
Checks and other cash items- .-.. 12,361,281 - 10,496,257 - 13,036,482 
Exchanges for Clearing-House. . 88,994,961 - 63,896,271 - 91,918,526 
Bills of other National banks.... 24,261,961 - 23,493,242 - 20,394,772 
DOP TE OMEER ce ecccccecs 8 8§ -saeiaeen ‘: oe ee eee 
Fractional currency............- 2,620,504 - 2,283,899 - 2,197,559 
Specie on hand ........-...-...- 18,959,482 . 22,320,207 . 27,950,086 
Legal-tender notes .........-..-. 87,492,895 - 103,108,350 . 106,381,491 
U. S. certif. for legal-tender notes 47,350,000 - 47,780,000 . 22,365,000 
Three per cent. certiicates....-. = ......<. Sema eaas 305,000 
Redemption fund.........-.-... 16,325,911 - GE AGO. | Seeaiwnae 
Due from U. S. Treasurer other ‘ “ 
than 5 per cent. Red’n Fund.. er Cee a eee 


Aggregate Resources .. $1,913,239,201 $1,851,840,913 $1,851,234,860 


* The amount of circulation outstanding on the 30th of June, 1875, was $351,869,0c8. This 
includes the notes in circulation of banks which have failed, are in liquidation, or have deposited 
legal-tender notes under the act of June 2oth, 1874. 
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CALLS FOR FIVE-TWENTY BoNDS.—The twenty-third call for the redemption 
of 5.20 bonds of 1862, was issued on July 28th, for 
bonds, and $66,650 registered bonds, payable October 28th, 1875, numbers all 


inclusive : 
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Coupon. 


$50—No. 23,501 to No. 
100—No. 75001 to No. 
FJ 


500—No 


.201 to No. 
$1,000—No. 108,001 to No. 120,936 .. $ 


$500—No. 1 to No. 


Coupon. 


$50—No. 

$ 100—No. 
$500—No. 
$ 1,000—No. 


THE COMPTROLLER OF THE CURRENCY, in his next report to Congress, 
will call attention to the great amount of additional work thrown upon his 
office by the establishment of the new division in the Treasurer’s office for the 
redemption of National Bank notes. He will ask for a considerable increase in 


1 to No. 
1 to No. 
1 to No. 
1 ‘to No. 


the clerical force of his office. 


Lorty BANK STRUCTURES IN NEW YorRK.—On the side streets, the same 
aga of building upward appears to have guided the various improvements. 


he staid old Bank of New 


story > where before 
those transacti 


dation for al 


feet less in height. 


increased 20 feet. 





1 
ng b 


$ 14,830,550 coupon 


. 16,744 to No. 16,749 


44,248 .. $1,000—No. 38,074 to No. 
. 12,321 to No. 
-- $10,000—No. 19,342 

The above-mentioned numbers include all the bonds of February 25, 1862, 
not heretofore called in for redemption. 

The twenty-fourth call was issued on August 13. It is for $946,600 of 6 per 
cent. registered bonds of March 3, 1864; 
registered bonds of June 30, 1864. 
Payable on and after November 13th, 1875. 

SIX PER CENT. REGISTERED BONDS OF MARCH 3, 1864. 


$100—No. 1 to No. 3,700 


5,500,000 coupon and $ 
Total $10,000,000, all numbers inclusive. 


$1,000—No. 1 to No. 
$6,000-—No. 1 to No. 1,366 


ACT OF JUNE 30, 1864. 


$100—No. 1 to No. 


ork, at William and Wall streets, is now a six 
two stories were considered ample accommo- 
usiness within its walls. 
ing, at Broad and Wall streets, with its high basement and seven stories, looms 
up gigantically on the spot where only a few years ago stood an unpretending 
three-story building—which was, however, sold for the highest price ever paid for 
real estate in New York—while the Stock Exchange, right across Broad street, 
is fully 85 feet high, and has taken the place of a number of brick stores 30 
The beautiful white marble building at Nos. 50 and 
52 Wall street is now 80 feet high, while it measured only 60 a few years 
back; while the Union Bank, at Pine and William streets, has had its height 
The Metropolitan Bank, on the corner of Pine street, is a 
building 80 feet high, and stands upon a lot previously occupied by a house 
of 50 feet.— 7ribune. 

New Bank.—The Commercial Bank, a new institution, organized under the 
State law, commenced business in July at No. 44 Pine street, with a capital of 
$ 100,000, which is now increasing to $200,000. 
gers, President; Gillison Maghee, Vice-President; George Woodman, Cashier. 


The Drexel Build- 


The officers are: C. 
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THE NEw NATIONAL BANK NOoTES.—The Secretary of the Treasury has 
decided to make no change in the engraving or printing of the new series of 
National Bank notes, except that the notes are to be printed on distinctive 
= and marked, “Series of 1875,”’ and will bear the signature of the present 

reasurer of the United States. 


THE CALIFORNIA GOLD BANKS.—To a statement of the condition of the 
gold note banks of California, the San Francisco Buéletin adds the remark 
that since the previous publication, the First National Bank of Oakland has 
commenced, thus making eight of these banks in active operation on the 3oth 
of June, including two at San Francisco, one at Sacramento, one at Stockton, 
one at Santa Barbara, one at San José, one at Petaluma and one at Oakland. 
Another has since been established at the last named place, while another is 
talked of at San Francisco, and one at Santa Cruz. The second one at San 
José is held in abeyance, and the proposition for one at Tomales has been 
abandoned. It is only a little over eight years since the first savings bank 
was started on the Pacific coast outside of San Francisco. There are now 
thirteen of these institutions in active operation in the interior cities and towns 
of California, besides one at Portland, Oregon, and one at Virginia City, Nevada. 


CONNECTICUT.—The Windham County National Bank, at Brooklyn, in 
closing its fifty-third year, and its tenth as a National bank, shows a very 
prosperous record. The dividends paid as a National bank have just equaled 
the capital stock, being an average of 10 per cent. per annum, and the undi- 
vided profits amount to $26,000. No losses have occurred for want of pay- 
ment of any loan during the past ten years; the only loss sustained being the 
damage done by burglars to the vault and safe in 1869. The stock is held by 
122 shareholders, and the records show that it is held chiefly as an invest- 
ment in families from generation to generation—actual sales being very rare. 


Georcia.—In 1865 the taxable property in Georgia was $126,635,870; 
now it is $273,092,000, more than doubling since the war. There are 35 rail- 
ways in the State, with an aggregate length of 2,300 miles. The State debt 
is $8,105,000, and this is partially offset by property owned by the State worth 

6,000,000, leaving the net indebtedness $2,000,000. It has $3,002,000 invested 
in cotton and woolen mills, $735,100 in iron foundries, and $600,000 in 
tonnage. 


THE BosTON SuB-TREASURY VAULT having been examined by the Treas- 
ury officers, they have decided that it will not be safe to deposit more than 
$3,000,000 of subsidiary coin there, on account of the condition of the floor- 
ing. It had been the intention to store $6,0c0,000 in this vault. 


BosTton.—The decline in the value of real estate, and the general depres- 
sion of business, are illustrated by the report of the Assessors, recently com- 
pleted. a summary of which shows the following: Valuation of real estate, 
$558,769,500; gain over last year, $456,935. Personal estate, valuation, 
$ 234,098,400 ; loss, $9,526,500. “Total, $783,767,900; loss, $4,987,150. The 
number of Polls is 85,086; gain, 402. The State tax is $802,120; city and 
county tax, $9,721,016; total warrant, $10,523,136; rate per $1,000, $13.70, 
against $15.60 last year. There has been little or no increase of valuation of 
buildings already erected. Indeed, it is more probable that there has been 
on the whole a reduction. There has been a net loss in nearly all the wards of 
the city, which is only explained on the theory that the Assessors have really 
taken into consideration the serious decline in the market value of real estate. 
The returns of personal estate are accounted for by the serious depression in 
business and the decline in values, while business men have taken oceasion to 
reduce stock to the lowest point, thus diminishing the taxable property without 
decreasing their own tax-paying power. A decline of less than four per cent. 
is a surprise, rather that it is so slight than because there has been a decrease. 


Iowa.—Mr. H. S. Weiser, for many years a banker in Decorah, died of 
apoplexy on July 29th. He was one of the early pioneers of Iowa, a careful 
and just banker, and much respected. 

Mrs. H. S. Weiser succeeds her late husband as one of the proprietors of 
the Winneshiek County Bank, the firm now being Mrs. H. S. Weiser & Co. 
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KENTUCKY.—According to the statements of the directors of the Exchange 
Bank and Warehouse Company, Louisville, Ky, whose suspension occurred on 
July 27th, the business of the association will, in all probability, be finally 
closed. It is the opinion of President Loving that the assets of the associa- 
tion will be sufficient to pay its depositors. 


UNSUCCESSFUL’ ForGERY.—A bold attempt to obtain $3,000 from the 
National Pemberton Bank of Lawrence, Mass.,-on August 6th, was foiled by 
the caution of the cashier. A stranger presented himself with a letter pur- 
orting to be given by the cashier of the First National Bank of Woodbury, 
v. J., introducing him as a Mr. Reigart, who had occasion to do business in 
this vicinity, and stating that he held a draft of the New Jersey Bank for 
$8,500, drawn on New Tork. The letter said: “ We have sent Mr. Reigart to 
you at the request of our New York correspondent, the National Park Bank, 
who, in answer to our inquiry, recommended your institution. The signature 
of Reigart accompanies this.” After presenting the letter the stranger offered 
the draft for deposit. It was a safety draft with the figures 8,500 punched 
across the end. Reigart endorsed it, and Mr. — received it and gave him 
a check-book. He said he proposed making Lawrence his headquarters, and 
would take $3,000 on the draft and leave the balance on deposit. Everything 
seemed regular, but Mr. Jaquith atiswered that he preferred to give Mr. 
Reigart credit for the draft, and that he should postpone drawing on it until 
the bank re-opened at 2 o’clock. Reigart walked off. A telegram to the 
National Park Bank of New York brought a reply that they had no cor- 
respondence with the Woodbury (New Jersey) Bank, and that the dealings of 
the latter were with the First National Bank of Philadelphia. This proved 
the draft and the letter of introduction to be forgeries, and the police are in 
search of Reigart. He is a foreigner, of medium height, is smooth-faced, with 
hollow cheeks, dark hair and complexion, and about 35 years old. 


MissouRI —The State Fund Commissioners of Missouri advertise for bids 
on a second installment of the $5,000,000 renewal bonds authorized by the late 
Legislature. The amount now offered is $2,287,000. The Commissioners have 
discretion to make the bonds either 5 per cent., payable in gold, or 6 per 
cent., payable in legal tenders, or 5 per cent. sterling bonds, and they call for 
bids on each kind. All are 5-20 bonds, payable in twenty years, but redeem- 
able, at the pleasure of the State, at any time after five years. The gold and 
legal-tender classes are payable at the National Bank of Commerce in New 
York, and the sterling bonds in London. All are coupon bonds, interest pay- 
able in January and July. It is expected that these bonds will sell for a price 
above par, which would show the credit of Missouri above par for the first 
time in twenty years. This improved credit there is attributable to the new 
constitution, which, while permitting the Legislature to contract a temporary 
debt in an emergency to pay interest, positively prohibits it to contract any 
debt for any other purpose, and to “give or lend the credit of the State to 
any person, association or corporation,” or to “ pledge the credit of the State 
in any manner whatsoever” for the benefit of persons or corporations. The 
debt of the State on the first of January last was $17,839,000, and of this 
$300,000 will be paid the present year. 


A REMARKABLE VAULT.—The Mutual Benefit Life Insurance Company has 
just completed a new fire and burglar proof vault, which is one of the strong- 
est and best in the country. It is built of wrought-iron, steel and iron 
welded and Franklinite, and weighs nearly one hundred tons. The vault is 
fifteen feet high and has a gallery half way to the ceiling, after the manner 
of a library alcove. There are two doors, the outer three and a-half inches, 
‘and the inner one three inches thick. Each door has twelve huge bolts, 
locking on all sides, and so nicely adjusted that they all move with perfect 
ease and with but one handle. The locks are known as the Dexter Lock ; 
their bolts, instead of being thrown out or brought in, are lifted, and have an 
attachment so arranged that were it possible to force the lock from the door 
the bolts would still be held fast. A light, sliding lattice door is used during 
office hours. This vault was built by Messrs. Herring & Co., the well-known 
safe manufacturers of New York. 


2 cece i ee 


heats Garren a es is a 


paroce abt 


oo 








———E——EeEE>=E=9OauOmEeeEeEeEeEeEeEeEeEe—eeeeee—eeeeeeeeeeeeeeeeeeeee eee = 


238 BANKER’S MAGAZINE. [September, 


NEBRASKA.—The banking houses of Messrs. Gerrard & Reed and Turner & 
Hulst, at Columbus, have been consolidated, forming the ‘“ Columbus State 
Bank,” capital $50,000. The officers are Leander Gerrard, President; George 
W. Hulst, Cashier. New York correspondent, Messrs. Kountze Brothers. 


New YorK.—The Superintendent of the Bank Department, Mr. Ellis, under 
advice of the Assistant Attorney-General, has forbidden the savings banks 
from investing in the 3.65 per cent. bonds of the District of Columbia. 
Where any investment has already been made in these bonds, they will have 
to be withdrawn, and replaced with other securities authorized by the general 
Savings Bank Act, as these are held to be neither a State nor United States 
obligation. 


Glen’s Falls.—Col. Benjamin P. Burhans, President from its organization 
of the Glen’s Falls National Bank, died at his home in Warrensburgh on oy 
16, in his seventy-seventh year. The Board of Directors of the Glen’s Falls 
National Bank, at a meeting held on the 17th, adopted resolutions of respect 
to the memory of the deceased, from the following one of which the high 
character of Col. Burhans may be well understood: 

‘“* Resolved, That the whole history of this bank has been intimately identi- 
fied with the prudence, sagacity, inflexible integrity, financial ability and large 
business experience which its lamented chief officer has brought to the councils 
of its directors. He was ever ready to give the weight of his influence and 
fortune, if necessary, to preserve the highest standard of reputation and credit 
for this corporation, and his active watchfulness over its interests for nearly 
twenty-five years, slackened only with the physical ability to maintain it. By 

ersonal endowment and dignity of manner he was eminently fitted to preside. 

y his genial —_ ‘friendly disposition, courtesy and Christian graces he won 
and retained the affectionate regard and esteem of hosts ot people of all 
classes, who will long mourn his departure from among them.” 


Ou10.—The banking firm of Larkin, Wright & Co., Cincinnati, has been 
incorporated under the State law, as “‘The Larkin Bank,” capital $300,000, 
to commence business January 1, 1876. Incorporators—J. F. Larkin, David 
Sinton, John R. Wright, John Cochnower, and R. S. Rust. 


Defalcation—John M. Snyder, cashier of the Chillicothe National Bank, 
has been discovered to be a defaulter, to what amount has not yet been made 
ublic. Snyder left Chillicothe in July, and his movements induced an invest- 
igation, which showed that for eight years past he had been using the bank’s 
balances in New York for speculative purposes. 


DUNCAN, SHERMAN & Co.—Except the Jay Cooke failure, no financial 
disaster for years past has produced such an impression as the suspension of 
Duncan, Sherman & Co., which was announced about noon on Tuesday, the 
27th July. Our last number having just gone to press, we were thus pre- 
vented from giving in it the details of this event, which took the banking com- 
munity by surprise. For, although the insolvent firm were known to have lost 
money heavily in railroads in cotton, and in other speculations, still the old 
prestige of the house caused it to enjoy an exceptional position of credit here 
and abroad. _ Twenty-four years ago the old firm of Duncan, Sherman & Co. 
was formed. Its partners had great reputed wealth, and its business reputa- 
tion was of the very highest class. Ten years ago the firm consisted of three 
partners, Watts Sherman, Alexander Duncan and William Butler Duncan, of 
whom the first died, and the second retired. The junior member, Mr. William 
Butler Duncan, was thus left to form a new association under the old part- 
nership name. It was announced that the capital of the firm would receive 
no diminution from the withdrawal of Mr. Alexander Duncan. For years 
there has prevailed a general belief that the insolvent house was backed by 
foreign capital. Hence the firm enjoyed almost unlimited credit up to the 
very day of its failure. An assignment for the benefit of the creditors was 
made to Judge Shipman, who has filed bonds to the amount of $500,000. He 
filed the statement of liabilities and assets on August 17th. The former 
are $4,916,013, and the latter $2,119,368, or about 43 per cent., as shown on 
the next page. 
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LIABILITIES. 


Bills payable, partially secured, less currency $191,472 07 
Value of securities held against same 94,261 71 


$97,210 36 
Bills payable, unsecured, currency 1,210,000 00 
Bills payable, $3,237.80, gold 114 3,691 09 
Due to depositors, currency ; 2,230,314 12 
Due to depositors, $147,572.19, gold 114 168,232 29 
Due to foreign correspondents, subject to adjustment, currency... 413,139 26 
Due to foreign correspondents, $418,654.33, gold 114 477,285 93 
Cashier’s checks, certified checks, and certificates of deposit 36,724 89 
Due to depositors on account of travelers’ credits and circular notes, 
currency 60,436 99 
Due on circular notes, $186,828.66, gold 114 202,978 97 


Total copartnership liabilities. ................---.---.----+ $4,916,013 80 


ASSETS. 


Cash on hand (currency) 
Cash on hand (gold, $21,317.92, at 114) 


Loans secured (currency), $65,338.08; of which it is estimated will 

be received 25,907 32 
Bills receivable (currency), $184,055,08; bills receivable (gold), 

$39,586.23, at 114, $45,128.30; of which it is estimated will be 

received . : ‘ 122,808 17 
Bills discounted (currency), $97,057.04; of which it is estimated 

will be received 38,103 19 


Open accounts (currency), $780,740.12; open accounts (gold), 


$113,461.27, at 114, $129,345.77; of which it is estimated will 
be received 402,807 71 

Due by foreign correspondents, subject to adjustment (currency), 
$132,422.57, of which it is estimated will be received 127,663 31 
Stocks and bonds estimated at present market value (currency).-.. 567,477 00 
Bonds secured by mortgage on real estate (currency) 133,427 67 
Rents receivable 6,541 67 
Real estate 3 371,307 07 
1,000 00 


Total copartnership assets $1,854,568 04 
Personal assets (against which there are no liabilities) of William 
Butler Duncan, William Watts Sherman, and Francis H.Grain 264,800 00 


$2,119,368 04 


The accommodation paper drawn by A. Burgess, the firm’s confidential 
clerk, amounts to $1,126,000, all of it unsecured. Mr. William Butler Duncan 
has issued a circular proposing to give the creditors, in consideration of the 
discharge of the firm from their present obligations, his notes for 33% per 
cent. of their claims, the notes to be dated July 27, and payable as follows: 
for 8% per cent. November 27, 1875; for 5 per cent. May 27, 1876; for 5 

er cent. November 27, 1876; for 5 per cent. May 27, 1877; and for the 

Solnene of 10 per cent. November 27, 1877. Mr. Duncan further says in his 
circular: ‘Notwithstanding this legal discharge, should the realization from 
the assets exceed the sum which I now propose by way of composition, I 
undertake to see that the excess shall be distributed to creditors pro rata.” 
The proposition is that the assets shall be ne by Mr. Duncan under 
supervision of R. L. Kennedy, Esq., and George W. Duer, Esq. The pre- 
vailing feeling is in favor of accepting the cumposition, instead of wasting 
money in litigation. 





| 
| 
| 
| 
| 
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CANADA.—The general meeting of the shareholders of the Jacques Cartier 
Bank was held at Montreal on August 1oth. The statement showed the lia- 
bilities on the day of suspension to be $6,239,876. The assets are largely 
composed of overdrawn accounts, past due notes and bad debts. A large por- 
tion of the capital stock had been loaned to contractors and merchants to meet 
their responsibilities. The specie, bills and amounts due from other banks 
will be sufficient to redeem the notes. A committee, which was appointed at 
a eng meeting to examine thoroughly the affairs of the bank, reported that, 
although they had not been able to make a thorough investigation, they were 
convinced that the bank could not resume business. The meeting adjourned 
till September 1. 





THE RECENT LONDON FAILURES.—The London correspondent of the Liver- 
1 Daily Post writes as follows of the effect in that city of the arrest of the 
essrs. Collie: “Not since the day on which it was resolved to prosecute the 


Gurneys has there been such excitement in the city as there was when it 


became known that the Messrs. Collie had been arrested. The news was 
hardly to be believed, and astonishment was everywhere expressed. It had 
been rumored for days that something was going to happen, but few could 
credit the assertion thai the London and Westminster Bank would have the 
courage to fulfill its threats. It seems, however, according to current report, 
that if the London and Westminster Bank had not acted, action would have 
been taken from another and unexpected quarter. The line of the Messrs. 
Collie’s defense has been clearly foreshadowed, and some excitement has been 
caused by the revelation. Disclosures, it is asserted, will be made which will 
shock the public—especially the public which knows nothing of the inside 
workings of the city. Whatever may be the result of the trial of the Collies, 
it will not be the fault of the banks, nor of certain mighty men by whom 
even banks are controlled, if the whole system of accommodation bills does 
not receive a deadly blow.” 


THE Times, in remarking upon the arrest of the Messrs. Collie, thus com- 
ments: “ Has it not been known at any time for the last five years or more 
that the East India trade had become unprofitable? This has been no secret. 
Honest firms using their own money have been reduced to the closest and 
most cautious trading, or have withdrawn from the field altogether. All this 
time people of the Collie type have been supported in their reckless and ruin- 
ous practices by those who have the command of large masses of capital. Let 
justice indeed be done; but the less display of surprise and indignation we 
have the better.” 


THE PREMIUM ON GOLD AT NEW YORK, 


Juty—Avcust, 1875. 


1874. Lowest, Highest. 1875. Lowest. Highest. 1875. Lowest. Highest. 
May .... 114% . 13% -July 24.. 12 . 12% .Aug. 9.. 13% - 13% 
une .... 105 . 12% .. 26 .. 12 124% Ct 10... 1358 - 14 
eg 9 .10% .. 27-- 124% - 16% .. Il... 133% - 14% 
August .. 9% . 104% .. 28... 13% - 14%. .«- 12.. 13% - 14 
September 93% . 10% .. 29... 12% -. 12% .. 13-- 12% . 13% 
October.. 93 - 10% .. 30.. 12% - 13% .-.- 14-- 13% - 13% 
OW, occ TOs EC f.. 2. Ck se 16... 13% 13% 
Dec...... 11% - 12% .Aug. 2.. 12% - 13 ~ - i 13 - 13% 

1875. a 3-. 12% . 13 a 18.. 13%. 13% 
April... 14 15% -- 4.12%. 130 +. 19-. 13% - 14% 
May..... 15 - 16% .. 5-- 13 - 13% -- 20.. 13% - 13% 
June..... 16% . 17% .. 6..134% .- 14 ae 21.. 13% - 13% 
July ....- 11% . 17% -- 7--13%- 13% -- 23-- 134 - 13% 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List ; continued from August No., page 158.) 


Place and Capital. Bank and President. Cashier and N. Y. Correspondent. 
Farmers’ National Bank.... A. B. Hoblit, Cas. 
Jonathan Merriam, Pr. 

.... Murphy & Bishop. Third National Bank. 

Bosworth, Carpenter & Co. C. S. Kilbourne, Cas. 
Chemical National Bank. 

S. Johnson, Cas. 

B. Faller, Pr. Ninth National Bank. 


Spencer Exchange Bank William H. Troth, Cas. 
$50,000 William M. Franklin, Pr. Third National Bank. 
Waterloo Citizens’ Bank W. C. Langan, Cas. 
$ 25,000 
Waterloo Aug. F. Best, Cas. 
sats Irving National Bank. 


a Henriques & Rice John J. Cisco & Son. 
. Mitchellville... O. J. Dutton & Co Tenth National Bank. 


. Des Moines... Des Moines Bank Elwood S. Gatch, Cas. 
: Simon Casady, Pr. Continental National Bank. 


- Guthrie County Bank...... L. J. Pentecost, Cas. 


iad S. D. Nichols, Pr. Third National Bank. 

.. Gloucester .... City National Bank William A. Pew, Cas. 
$ 150,000 Addison Gilbert, Pr. Nat. Bk. Comm'wilth, Bost. 

. Spencer Spencer National Bank .... W. L. Demond, Cas. 

Erastus Jones, Pr. 

.. Vicksburgh ... Bank of Vicksburgh Tenth National Bank. 

... Albert Lea.... Freeborn County Bank American Exchange Nat. Bk. 
. Jamesport Farmers’ Bank N. M. Smith, Cas. 

$ 50,000 C. C. Gilliland, Pr. Donnell, Lawson & Co. 
Fredericktown. H. K. Davis & Co Donnell, Lawson & Co. 
J. M. Hurley & Co Donnell, Lawson & Co. 


. Columbus,.... Columbus State Bank. Abner Turner, Cas. 
$ 50,000 Leander Gerrard, Pr. . Kountze Brothers. 


. Somerton Belmont Bank T. F. Martin, Cas. 
Richard C. Miles, Pr. First National Bank. 
. Belleville Exchange Bank David Zent, Cas. 
ends H. Alexander, Pr. Third National Bank. 
. Philadelphia... Keystone National Bank... J. B. Wiswell, Cas. 
$ 200,000 Thomas Allman, Pr. Nat. Shoe & Leather Bank. 
First National Bank; J. R. Magill, Cas. 
$50,000 Emanuel Wertheimer, Pr. 


... Slatington National Bank of Slatington William H. Gish, Cas. 
$ 30,000 Peter Gross, Pr. 


Hartley, Russell & Co John S. Bowers, Cas. 
Robert Winthrop & Co. 


Wallace Bros. & Williams . Forster, Ludlow & Co. 


-...... Barton National Bank. H. K. Dewey, Cas. 
$90,000 Hiram McLellan, Pr. : 


Citizens’ Bank. 


arte eee nde no 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List; continued from August No., page 157). 


AucusT, 1875. 
Name of Bank. Elected. In place of 


.- Merchants’ Nat. Bank, Savannah Thomas Gadsden, Cas.. S. O. Talley. 


. City Savings Bank, Chicago John H. Hammond, Pr. A. E. Bishop. 
d “ F. H. Ross, Cas. ...... H. A. Ware. 
. Alexander County Bank, Cairo.. F. Bross, Pr. 

‘ - = 3 ‘* .. Henry Wells, Cas 

. Farmers & Drovers’ B., Marengo B. S. Parker, Cas 


First National Bank, Clarinda... W. E. Webster, Pr..... N. B. Moore. 


.. Pacific Nat. Bank, Council Bluffs W. Siedentopf, Cas J. Beresheim. 
.. Winnesheik County B., Decorah. J. M. Williams, Cas.... H S. Weiser.* 
-. Muscatine Nat. Bank, Muscatine. G. A. Garrettson, Pr.... J. B. Dougherty. 


... People’s Savings Bank, Olathe .. J. R. Brown, Cas 
.... First National Bank, Ottawa A. M. Blair, Pr W. S. Hinkley. 


- - - Horace J. Smith, Cas... R. W. Thacher. 


. First National Bank, Springfield. A. C. McElroy, Cas..... C. R. McElroy. 


Mutual Nat. Bank, New Orleans. John T. Hardie, Pr..... P. Fourchy. 


. Ticonic National Bk., Waterville. Samuel Appleton, Pr... S. Heath. 


Holyoke National Bank, Holyoke William C. Simons, Cas. C. B. Fisk. 


. First National Bank, Gloucester.. M. L. Wetherell, Pr.... W. A. Pew. 


Muskegon Nat. Bank, Muskegon C. T. Hills, Pr A. Gustin. 
ms a ” 2 George S. Goodale, Cas. E. G. Comstock. 


. Second National Bank, Lansing.. Ephraim Longyear, Pr. H. H. Smith. 


“ ? _ *« _,. Denison Longyear, Cas. E. Longyear. 


. Biddle Market Sav. B., St. Louis C. Stolle, Pr. N. Schaeffer. 
. Second National Bank, Nashua.. C. V. Dearborn, Cas.... W. A. Lovering. 
. Farmers’ Nat. Bank, Mt. Holly.. John L. N. Stratton, Pr. J. Black. 


. German Exch. B., New York City A. Fahs, Cas. 
... First National Bank, Cobleskill.. De Witt C. Dow, Cas... S. Courter. 
. First National Bank, Red Hook.. R. L. Massoneau, Pr... W. Chamberlain, 


Hubbard Savings Bank, Hubbard R. H. Jewell, Cas G. M. Dill. 


.. Second National Bank, Sandusky Rollin B. Hubbard, P?. L. S. Hubbard. 
. Farmers’ Nat. Bank, Franklin... Joseph M. Oglesby, Cas. J. S. Stoughten- 


borough. 
Pittsburgh Savings B., Pittsburgh George W. Murphy, Cas. T. Rogers, Jr. 


.. Oil City Trust Co., Oil City J. J. Vandergrift, Pr.... G. V. Forman. 
. First National Bank, Sharon Ansley S. Service, Cas.. J. T. Wilson. 


W. VA. Bank of Huntington John Hooe Russel, Py... P. C. Buffington. 


ss Robert T. Oney, Cas... J. H. Russel. 
* Deceased. 





DISSOLVED, DISCONTINUED, OR CHANGED. 


DISSOLVED, DISCONTINUED, OR CHANGED. 
(Monthly List, continued from August No., page 158.) 


. Farley, Smith & Co., Montgomery; now Farley, tae & Co. 
Trieste & Herman, Savannah ; dissolved. 
State Street Savings Bank, Chicago ; closed. 
C, F. Emery, Maroa ; now C. F. Emery & Co. (admitting John S. Sargent). 
De Kalb Co. Bank, Waterloo ; succeeded by Citizens’ Bank and De Kalb Bank. 
. McMurray & Eastman, Belmond ; succeeded by L. B. Clark & Co. 


--.- Winneshiek County Bank, Decorah; now owned by Mrs. H. S. Weiser & Co. 
. Read & Farnham, Clarinda ; merged in First National Bank. 

. First National Bank, Chetopa; closing—succeeded by Ketcham & Co. 

. Daniel C. Tilden & Co., Mount Clemens ; now Daniel C. Tilden. 
-.. Bank of Ze Sueur; now M. Doran & Co. (admitting W. H. Stewart). 
Price, Brownlee & Co., Brookfield; now Brownlee & Co. 


. Worthing, Sheppard & Co., Bloomington ; closed banking business. 


. Gerrard & Reed and Turner & Hulse, Columbus ; consolidated as Columbus 


State Bank. 


. Auburn City National Bank, Audurn ; merged in First National Bank. 

- Bank of Mecklenburg, Charlotte ; closing. 

. L. Scott & Co., Waynesburgh ; now L. Scott. 
... Wakeman & Dusenbury, Great Bend ; now George Dusenbury & Son. 

. George A. Torrence & Co., Connellsville; succeeded by Joseph Johnson. 
... Iron Bank, Philadelphia ; now Merchants’ Exchange Bank. 

. Ferris (J. W.) & Getzendaner, Waxahachie; now Getzendaner & (Royal A.) 


Ferris. 


. Isaac Jalonick & Co,, Rockdale ; closed. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 


Authorized July 21 to August 23, 1875. 


No. Name and Place. 


2286 First National Bank, 
Freeport, PENN. 


2287 Farmers’ National Bank, 


Pekin, ILL. 


2288 Spencer National Bank, 


Spencer, MASs. 


2289 Metropolitan National Bank, 


Boston, MAss. 


2290 Barton National Bank, 


Barton, VT. 


2291 Keystone National Bank, 


Philadelphia, PENN. 


2292 City National Bank, 


Gloucester, MAss. 


2293 National Bank of 


Slatington, PENN. 


President and Cashier. 
Emanuel Wertheimer. 


. R. Magill. 


Jonathan Merriam 


A. B. Hoblit. 


Erastus Jones 


W. L. Demond. 


Spencer W. Richardson. . 


S. D. Loring. 


Hiram McLellan 


H. K. Dewey. 


Thomas Allman 


J. B. Wiswell. 


Addison Gilbert 


William A. Pew. 


Peter Gross 


William H. Gish. 


Capital, ————. 


Authorized. 


500,000 


Paid. 
$50,000 
50,000 
75,000 
251,800 
90,000 
200,000 
75,000 


30,000 
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NOTES ON THE MONEY MARKET. 


NEW YORK, AUGUST 23, 1875. 


Exchange on London at sixty days’ sight, 4°36% a 4°87, in gold. 


Gold has been dull in consequence of the decline of the export and the wind- 
ing up of the clique of speculators for the advance. The stock market has been 
without animation. Governments have been strong and active under a growing 
demand from abroad. The recent decline of gold caused a responsive fall in five- 
twenties. A bear movement in the new five-twenties of 1865 seems to have been 
started in London and among the foreign bankers here. ‘The report was put in 
circulation that the 1865s, new, would be called in by Secretary Bristow before 
the 1865s old, which were. first negotiated. An official letter from Secretary 
Bristow, under date of July 27, declares positively that the United States 
five-twenty bonds ‘‘will be called in for redemption in the order of their 
issue,"" and as the ‘1865s old" were actually issued before the 1865s new, 
there seems no reason to doubt that they will be first called. As a 
matter of fact, however, the new issue, with interest payable January and 
July, are dated Fuly, 1865, while the old, with interest May and November, are 
dated November, 1865. Both issues are under the same act, and we understand 
that after the May and November issue had been sold the Treasury wished to 
change the interest period on the balance of bonds to January and July, and in 
making this change antedated them July, 1865, instead of making them January 
Ist, 1866. 

Railroad bonds are less active, notwithstanding the ease in money. Among the 
Southern State bonds the Virginias seem to have been in most favor, and prices 
have advanced. In railroad shares the business is light, as the chief leaders in the 
speculative arena are away from Wall Street enjoying their summer vacation. Our 
usual quotations are appended : 


QuoraTIons: July 26. Aug. 2. Aug. 9. Aug. 16. Aug. 23. 
112% ‘ie 112% Se 113% is 113% ie 113% 
U. S. 5-20s, 1867 Coup. 120 re 120 - 120% is 120% es 120% 
U. S. new Fives Coup. 115% + 114% és 116% ae 116% et 116% 
West. Union Tel. Co.. 82% ‘a &3% re 81% ais 84% wa 84 
N. Y. C. & Hudson R. 104 * 104 as 104% es 104% ba 104% 
Lake Shore........... 6% .. 6% .. 6% .. 6% .. 6% 
Chicago & Rock Island 105% se 105% a 105% a 107% a 107% 
New Jersey Central... 110 ae 110 ei 109% eb IIo sis 110% 

i 4%. 4% -- 4% -- 5%. 15% 
Union Pacific 74% # 72% oe 72 re 72% oe 72% 
Bills on London....... 4-8634a4.87 .. 4.8704.87%% .. 4.8744.87% .. 4.8744.87% .. 4.864 a4.87 
Treasury balances, cur. $ 57,482,269 .. $59,421,591 ... $60,043,153 .. $60,623,176 .. $62,318,527 

Do. do. gold 34,961,310 .. — 35,990,53E -- 37:109,434 -. 35,423)874 .. 33,607,442 


The New York city six per cent. gold bonds have just been placed on the list at 
the London Stock Exchange. Last week Comptroller Green received proposals for 
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$370,000 6 per cent. city bonds. The aggregate bids amounted to $983,000, at 100 
to 102, II5. 

The money market rules at 4a 4% for double-named first-class 60-day paper, and 
at 4% a5 for four months. Less acceptable grades go at 5% a6, and single-named 
at 7@9 per cent. Gold paper passes at 6% to 7 for prime double-named sixty-day, 
and at 7@8 for four months. Single-named passes at 8 @9 for sixty-day notes, and 
at 9 2 10 for four months. There is no change worthy of note, except that time 
loans on governments are lower. Some 60-day loans on miscellaneous securities 
are reported as low as 2 per cent. Never, at this time of the year, have the rates 
for money been so low as now. The same ease prevails abroad. In the European 
money markets the rates are down to an almost unprecedented level, the reason 
being the accumulation of idle capital, and the depression of industrial enterprise, 
which must be temporary in their duration, although there are few indications of 
an early termination of the partial paralysis of the monetary and industrial ener- 
gies of the commercial world. The bank statements reflect the accumulation of 
idle capital and the limited outlets for its employment. The New York Clearing- 
House banks report as follows: 


Legal 
1875. Loans. Specie. Tenders. Circulation. Deposits. Exchanges. 


July 26....$277,549,200 ..$17,519.400 . $75,015.200 . $18,599,400 . $ 252,128,600 . $361,304,383 
Aug. 2...- 278,907,700 .. 15,737,200 .. 75,534,000 .. 18,576,100 .. 251,066,100 .. 392,741,677 
“g.... 280,434,300 .. 16,334,400 .. 73,601,300 .. 18,521,800 .. 251,462,800 .. 364,950,425 
“  16.... 283,541,900 .. 13,442,100 .. 70,726,200 .. 18,412,700 .. 248,033,200 .. 303,253,766 
“ a1.... 282 961,200 .. 12,385,700 .. 70,390,700 .. 18,234.500 .. 246,176,800 .. 317,911,173 
The Boston Clearing-House statements compare as follows: 
1875. Loans. Specie. Legal Tenders. Circulation. Deposits. 


$131,525,900 ... $1,358,700 ... $8,295,800 ... $24,941,000 ... $76.076,300 
131,934,400 -.. 1,093,000 ... 8,968,500 ... 24,887,000 ... 75,173,500 
133,224,400 ... 1,046,700 ... 8,716,500 ... 24,909.500 ... 77,011,000 
133,520,700 ... 909,100 ... 8,718,300 ... 25,001,900 ... 76,254,700 
The Philadelphia statements are as follows: 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$61,428,324 ... $272,550 ... $15,037,828 ... $50,269,033... $10.852,648 

61,815,925 ... 325-719 «..- 14,808,582 ... 50,685,715 ... 10,897,007 

61,976,228 ... 404,924 ... 14,668,124 ... 49,995,368 ... 10,982,312 

61,999,894 --- 346,672 ... 14,572,026 ... 49,693,912 ... 10,973,505 


The Redemption Agency of the National Currency Bureau has just completed 
the statement of its transactions for the first fiscal year of its existence. The total 
amount redeemed was $130,322,945. The number of notes was 17,842,310, with an 
average denomination of $7.30. The aggregate expenses of the year were about 
two-ninths of one per cent. upon the amount assorted. The assessment upon each 
bank varies from this average according as the average denomination of its notes 
assorted is greater or less than the average denomination of all the notes assorted. 
Unless there should be some unforeseen increase of expenses, the rate per cent. of 
the expenses for the current fiscal year will be much less than for the last year, on 
account of the increased efficiency of the force, and the fact that the requisite 
furniture and appliances have been provided. 


There will soon be issued from the Treasurer's office a statement of the receipts 
and expenditures for the fiscal year. The expenses will cover the salaries of the 
clerks, which amount to $158,000, express charges on packages to and from the 
banks, the printing and stationery, postage, furniture, contingent expenses, and 
profit and loss. The latter amounts to $15,000, and covers all losses by theft or 
otherwise since the organization of the bureau, most of it occurring before the 
transaction of business had been systematized. 
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The total outstanding circulation of the National banks, with the amount of 
bonds deposited in Washington, compare as follows: 


Week Notes in Bonds for Bonds for Coin in Coin 
ending Circulation. Circulation. U.S.deposits. Totalbonds. Treasury. Certificates. 


May 15.....$350,459,189 . $379,198,900 . $16,017,200 . $395,216,100 . $92,205,130 . $20,848,600 
May 350,012,329 .. 379,185,900 .. 15,967,200 .. 395,154,100 .. 92,551,522 .. 20,119,800 
June 350,780,279 .. 378,938,900 .. 15,917,200 .. 394,856,100 .. 83,927,204 .. 19,777,200 
June 349,257,859 .. 378,176,400 .. 15,942,200 .. 394,118,600 .. 83,608,659 .. 19,248,300 
June 348,994,474 -- 376,860,400 .. 15,892,200 .. 392,752,600 .. 77,016,446 .. 19,803,100 
June 349,462,839 .. 376,585,600 .. 15,817,200 .. 392,402,800 .. 69,945,673 .. 18,489,700 
July 349,285.309 .. 375,735,000 .. 15,792,200 .. 391,527,200 
July 3495735164 .. 375,333,000 .. 15,792,200 .. 391,125,200 .. ++ 23,673,800 
July 351,613,724 -- 375,197,362 .. 15,792,200 .. 390,989,562 .. + + 23,309,400 
July 350,764,469 -- 374,753,362 .. 18,792,200 .. 393,545,562 .. ++ 22,628,300 
July 31..... 349,835,249 -- 374,894,362 .. 18,792,200 .. 393,686, 562 
Aug. 348,937,939 -- 374,927,862 .. 18,792,200 .. 393,720,062 .. 71,953,412 .. 
Aug. 349,205,093 -- 374,917,762 . 18,792,200 .. 393,709,962 .. 70,716,887 .. 19,740,700 
349,130,000 .. 374,790,000 .. 18,800,000 .. 393,590,000 


The July statement of the condition of the savings banks in the State of New 
York has just been issued. The total amount of deposits, exclusive of surplus, is 
$316,335,617.82, and the aggregate assets of: the savings banks are $336,308,236.43. 
There is an apparent decline in the surplus since January 1, but this is owing to the 
different mode of computation. The gain in deposits since January 1 is over 
$12,000,000. There is also a gain of over 36,000 in the number of depositors. 
The increase in deposits is the largest since 1872. 

The new loans issued, according to the Belgian Moniteur des Interets Materiels, 
during the first half of 1874, amounted, in ali the civilized world, to about 
$474,600,000, of which $116,500,000 were government and municipal, $25,400,000 for 
banks and other credit establishments, and $332,700,000 for railroads and manufac- 
turing companies. This was a little more than the total for the preceding half-year, 
though not nearly as much as the loans issued during the first half of 1873. Of 
the whole amount issued in the last half-year, Great Britain, Russia and America 
took 71 per cent., the American loans being $39,590,000 for government and cities, 
and $98,150,000 for railroad and manufacturing companies. The loans for the latter 
purposes were a seventh greater for Great Britain (chiefly her colonies) than 
America. Russia, which stands next in amount to America, took but little more 
than one-third as much. 

In Germany the demand for the shares of the Imperial Bank was larger than 
was reported. Nine hundred millions of marks, equal to fifteen times the amount 
required, were subscribed. In the allotment of shares the subscribed, for a small 
number, are to have the precedence. According to the returns published by the 
Reichsanzeiger, there were at the end of May the following aggregates of notes in 
circulation. In notes of 50 marks and less, 157,103,992 marks; in notes from 50 to 
too marks, 196,476,349 marks; and in notes of 1co marks and more, 358,601,871. 
Altogether the bank-note circulation has fallen off since the end of April to the 
extent of 37 millions of marks. As to the State paper money, it is also diminishing in 
its volume. The Governments of Oldenburg and Weimar are said to be withdrawing 
their paper money. The Bank of Oldenburg, which had the care of the State’s paper, 
will in its stead issue notes. It is also reported that the new Bavarian note-bank 
has been authorized by the Government. To aid the circulation of specie, the nine 
mints of the German Empire are authorized to coin money for private persons. 
The announcement is made in the Reichsanzeiger of the 11th instant. The price 
demanded for coining is fixed at three marks per pound of fine gold. The gold 
must be delivered up in ingots weighing not less than five pounds. Three marks 
extra will have to be paid as a fee for testing the fine gold contained in an ingot 


of five pounds weight. 
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We have often discussed the Credit Foncier, and called attention to the develop- 
ment in Europe of the finance of real estate. The London Economist refers to this 
subject and specifies a new species of security, which has lately been offered for 
subscription in London. Several of the Land Mortgage Banks of Russia have been 
issuing bonds at prices to pay the investor about 7 per cent. and upward, and 
have offered as special security, in addition to the general pledge of their own 
assets, a deposit of 5 per cent. in Russian Government stock, which they have 
made with the Imperial State Bank of Russia, and an assignment of mortgages on 
property in Russia of an equal nominal amount with the present issue, and forming 
the first charge on property of at least 50 per cent. more value. So far the story 
told by these Land Mortgage Banks is a very plausible one; and, as the Russian 
Finance Minister vouches for the regularity of the transaction according to the 
Russian law, and the credit of Russian Government bonds stands high in the 
market, most of the issues which have already been made are believed to have met 
with some success. But the risk of this description of security is patent. Suppose 
a Russian bank mismanages its business and lends badly, how is it to be known 
by those who take its bonds here that the mismanagement has “occurred, and that 
the bonds of that bank are to be avoided? The presumption is that some bad 
business must be done, and that amongst those banks which come here for money 
there may be included some of the worst managed, who would have the greatest 
difficulty in obtaining any money at home to extend operations. Investors ought 
to bear in mind that they are, in fact, invited to become depositors with distant 
foreign banks of which they can know very little, and that, although security is 
offered them, it is impossible for them to say whether it is illusory or not. 


On a previous page, we give an elaborate article on the decline of Immigration. 
As we go to press we receive from the Bureau of Statistics the following statistics 
of immigration into the United States during the year ending June 30: In 1875— 
Males, 139,880; females, 87,497; total, 227,377. In 1874—Males, 189,225; females, 
124,114; total, 313,339. Decrease in 1875, 85,962. Of the immigrants in 1875 there 
were from England, 40,098; Ireland, 37,955; Scotland, 7,309; Wales, 449; Ger- 
many, 47,760; Austria, 6,882; Sweden, 5,573; Norway, 6,093; Denmark, 2,656; 
Switzerland, 1,814; France, 8,315; Italy, 3,570; Russia, 7,982; Poland, 984; Prov- 
inces of China, 16,433; Japan, 3; Quebec and Ontario, 18,654. Nova Scotia, 2,874; 
New Brunswick, 1,505; Prince Edward's Island, 390; Newfoundland, 1o2z; Van- 
couver'’s Island, 524; Mexico, 610; Cuba, 1,154; Azores, 2,176; Australia, 1,097; 
Born at sea, 55. 

The total amount of Canal tolls collected on the New York State Canals from 
the opening of navigation to and including the second week in August, 1875, has 
been $704,247.32. For the same length of time last year it was $1,411,097.68; 
showing a decrease of $706,850.36 thus far this year. 


The subjoined statement of imports and exports for the year ended June 30, 1875, 
has just been issued by the Bureau of Statistics. Compared with the preceding fiscal 
year a marked falling off in the aggregates of our foreign and domestic trade is shown. 
The total value of imports for the year was $553,906,253, a falling off of nearly 
$ 42,000,000 compared with the preceding year. Of the merchandise imported, 
$ 167,180,644 was non-dutiable, leaving $ 386,725,609 to pay $156,479,131 collected 
from customs last year. ‘The decrease in gold coin imported was $5,773,313, and 
in silver coin, $2,205,916. During the year the excess of gold coin exported, com- 
pared with 1874, was $ 30,542,827, and silver coin $560,252, which shows a loss in 
coin for the last fiscal year of over $ 39,000,000. 


In iron and steel, and their manufactures, the decrease was $15,317,206. Of 


this decrease nearly $7,000,000 was in steel bars and rails alone. In brown sugar 
the decrease was over $7,000,000. This decrease did not affect the refining and 
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exportation of that article, the value of refined sugar exported from the United 
States rising from $1,041,162 in 1874 to $2,585,382 in 1875. In leaf tobacco and 
cigars the falling off was $1,854,566, which represents a decrease of 3,000,000 
pounds of leaf tobacco and 41,000 cigars. In foreign wines, spirits and cordials we 
economized to the extent of $877,000 and our bill for malt liquors was re- 
duced $10,439. What we saved in liquors and tobacco was spent more than 
twice over in fruits and nuts, these costing last year $4,256,150 more than in 1874. 
Our coffee cost us less by $4,457,479, and yet we got for the money spent in 1875 
nearly 37,000,000 pounds more than we got in 1874. We bought over 6,145,274 
more pounds of tea than in 1874, and increased our expenditures on that account 
$ 1,561,409. 

The falling off in domestic exports for the year was as marked as the falling off in 
imports. The total value of commodities, the growth, product, and manufacture of 
the United States, exported during the year was $643,081,433, against $693,039,054 
in 1874, a decline for the last year of $49,957,621. The Chief of the Bureau of 
Statistics says the value of domestic merchandise exported’ to Canada in railroad 
cars, not included*in the above figures, is about fourteen million dollars, which 
would make the actual falling off in domestic exports for the year, compared with 
the preceding, about thirty-six million dollars. It is noticeable that all our great 
staples show an unusual decline in values exported. Of breadstuffs and cotfon we 
exported $80,000,000 less than in the preceding year. The aggregate decline in 
breadstuffs, cotton, oils, tallow, and tobacco, was nearly one hundred million dol- 
lars, the exact figures being $99,108,592. These form our great staples of export, 
and contribute more than half of all the values annually sent abroad. In bread- 
stuffs alone the falling off was $49,743,560; cotton, $30,584,955; oils, $11,157,814; 
tallow, $2,443,117; tobacco, $5,179,146. The export of cotton was less than during 
any year since the close of the rebellion, except 1868, when it was $153,000,000, 
and 1872, when it was $181,000,000. The table is as follows: 


IMPORTS INTO THE UNITED STATES. 





























1874. 1875. 
Foreign imports.................0000005 $ 567,406,342 =... ss. $ 533,000, 309 
Specie included in above............... 28,454,906 «sees 20,894,217 

ExporTS FROM THE UNITED STATES. 

1874. 1875. 
Domestic shipments, mixed value....... $ 633,339-368 =... ... $ 550,224,304 
The above reduced to gold value....... $569,433.42 ww wee $ 499,285,296 
Add exports of foreign goods........... 16,849,619 ewe ee 14,058.322 
Total exports for the year.......... $ 586,283,040 Ss. se. $ 513,343,618 
Domestic specie (included in above) .... $59,699,686 ...... $ 83,857,129 
Foreign specie (included in above)...... 6,934,719 ew eee 8,275,013 
Total exports of specie............. $ 66,630,405 =... ss ss $ 92,132,142 


DEATH. 


At CLEVELAND, Ohio, on Thursday, August 5th, aged sixty years, DANIEL P. 
RHODES, President of the People’s Savings and Loan Association. 








